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A Hooper - Holmes 
inspection is the 
Ounce of Prevention 
for your business. 


OUT OF THE CROWD 


If you ever attendea a football game 
at Yale Bowl or a world's series at 
Yankee Stadium you'll understand 
how one individual can become ab- 
sorbed in a crowd. 


In your business you deal with thou- 
sands of individuals every day, yet 
out of the crowd it is essential that 
here or there a personality must 
stand out. 


Hooper-Holmes makes a business of 
picking personalities “out of the 
crowd’ and bringing to you a very 
distinct mental picture of who and 
what they are. The inspection report 


clarifies your knowledge of the sub- 
ject and aids you in making a deci- 
sion. 


If there is a man in the crowd you 
want to know more about ask for a 
Hooper-Holmes inspection. 


The nationwide facilities of The 
Hooper-Holmes Bureau are devoted 
to the compiling of Moral Hazard 
Inspection Reports for insurance 
underwriting, credit, commercial 
and employment purposes and 
Claim Reports. Address 
inquiries to 102 Maiden 

Lane, New York. 
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@ Looking ahead 


Our July issue will carry the 
second quarterly survey of credit 
and collections conditions in Latin- 
America, which is prepared every 
three months for the readers of 
CREDIT AND FINANCIAL MANAGE- 
MENT by W. S. Swingle, Director 
of the Foreign Department and the 
Foreign Credit Interchange Bureau 
of the National Association of 
Credit Men. 

*In July and following issues we 
are also planning a series of four 
articles on financial statements. ; 

The first, entitled ‘Financial 
Mis-statements” is written by 
Charles J. Scully, in charge of in- 
vestigation of the N. A. C. M.’s 
Fraud Prevention Department for 
several years. He narrates a hardly 
credible tale of the actual “fakes” 
that have passed for financial state- 
ments. 

Three succeeding articles by 
Myron M. Strain will develop an 
analysis of three factors—1. good- 
will, 2. appreciation, 3. prepaid ex- 
penses and current assets—in a fi- 
nancial statement, 


@ Our cover 


“Take the D-I-E out of DE- 
PRESSION and PRESS ON to 
DETROIT” is the slogan of the 
1932 National Association of Cred- 
it Men convention in Detroit, June 
20-24. It is visualized by our staff 
photographer M. E. Hare, in a 
camera — from the Old Masters’ 
Studio, N. Y. 
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Tue PostTaL TELEGRAM 


Send 
a “BOOK” of 
POSTAL 
TELEGRAMS 


when you would 
reach a number of 
people with a single 
message in a mini- 
mum of time. Just 
ask for a Postal 
Telegraph Repre- 
sentative. 


THE 


COOLS ITS HEELS 
IN AN OUTER OFFICE 


Just because it is a Postal Telegram, the 
message you send by Postal Telegraph 
never waits in line...always “gets in”... 
always commands attention... always 
urges action. 

Use this potent psychology of the wire 
message to speed up your credit and col- 
lection work. Use Postal Tele- 
gtaph because it is fast, accu- 
rate and dependable... because 
it puts you in close contact with 
80,000 places in the United 


Commercial 


INTERNATIONAL 


States and Canada...and because it pro- 
vides a record of every message for 
future reference. 

e 7 & 


Postal Telegraph is the only American telegraph 

company that offers a world-wide service of co- 

ordinated record communications under a single 

management. Through the great International 
System of which Postal Telegraph is 
a part, it reaches Europe, Asia, The 
Orient over Commercial Cables; 
Central America, South America and 
the West Indies over All America 
Cables; and ships at sea via Mackay 
Radio. 


SYSTEM 


Cll. America 
Cables 


When writing to Postal Telegraph, please mention Credit & Financial Management 
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redit experience 


“The business crisis from which we are now 

emerging is particularly distinguished by one 

lu outstanding characteristic, namely, by the 

greatest and most rapid price drop in the 
nation’s history.” 

“Never before in the history of American indus- 
try has the Credit Executive occupied the place of 
importance he now holds in the business world.” 

“The economic condition of this country is such 
that it is necessary for the sales and credit depart- 
ments to co-operate more closely than ever before.” 

“We have extended credit but we have not seen 
to its disposition. We are situated today with mil- 
lions invested in buildings and machinery which will 
not earn a dollar in dividends for years to come.” 

Every one of the above statements might have 
been made today. They are applicable in principle 
and content to the present credit and business situa- 
tion. Yet every one of these facts was expressed 
eleven years ago at the Twenty-Sixth Annual Con- 
vention of the National Association of Credit Men 
in San Francisco, June 14-17, 1921. 

At the time of the 1921 Credit Convention busi- 
ness was in the doldrums. In November, 1921, a 
group of eminent economists, statisticians and finan- 
ciers met in Wall Street and issued a series of state- 
ments predicting a dark economic future for our 
country and the world. One of the leading econ- 
omists at the meeting prophesied thirty years of de- 
clining prices and subnormal business. However, at 
the time these statements were made economic forces 
were at work forming the nucleus of an aggressive 
movement which carried us upward to the greatest 
period of prosperity the world has ever seen. As 
usual, the forecasters were wrong. 

It is an inspiration to read the proceedings of the 
Association’s Twenty-Sixth Annual Convention held 
eleven years ago. The credit executives of the 
nation faced their problems courageously and de- 
fined their responsibilities in terms of what they 
could do to accelerate business recovery. The pro- 
gram they instituted in 1921 had far-reaching ef- 
fects, for both the Association and business in gen- 
eral. 

Once again the credit men of the nation have 
a major opportunity to make a timely and lasting 
contribution to the business welfare of the country. 
The Association’s Thirty-Seventh Annual Convention 
will be held in Detroit during the week of June 20th. 


The problems that credit men face today are even 
greater than those faced in 1921. 

At the Boston convention last year I heard the 
statement made and supported by authoritative facts 
that the average credit experience of the delegates 
attending the convention was fifteen years. There 
will be over one thousand delegates at the Detroit 
Convention. With a minimum of one thousand dele- 
gates the convention will represent fifteen thousand 
years of credit experience. One of the country’s 
outstanding business executives, who was a speaker 
on the program observed to me, “It is evident that 
the most successful and best paid credit men of the 
nation attended your conventions. After taking 
part in your convention activities and analyzing 
your program I know that they are the most success- 
ful and best paid credit executives because they at- 
tended your conventions.” 

The Detroit Convention and Credit Congress of 
Industry will concentrate on specific, concrete prob- 
lems of credit. The week’s program described else- 
where in this issue, will give the delegates addresses 
from several of the country’s outstanding leaders. 
It is the main purpose of the convention, however, 
to make each credit executive more valuable to his 
organization because he attended. You work for 
yourself when you work co-operatively for the gen- 
eral betterment of credit. Don’t forget that, “He 
who works alone—adds: he who uses an organization 
—multiplies.” The Detroit Convention offers you 
the opportunity of acquiring new and better credit 
methods and ideas for reducing your bad debt losses, 
for speeding up collection turnover in accounts re- 
ceivable, for protecting your company against the 
evils of fraudulent failures and bankruptcies, for im- 
proving the interchange of ledger information and of 
realizing more for your company from each dollar 
involved in liquidations and adjustments. 15,000 
years of credit experience will pay you high royal- 
ties in dollars and cents (also sense) through better 
credit and financial management. 

It is always more difficult to keep up with the 
leaders than it is to get up with the leaders. The 
Detroit Convention will help you “get up” and “‘keep 
up.” Pass this issue of CREDIT AND FINANCIAL MAN- 
AGEMENT to the president of your company. It will 
prove to him conclusively that it is to the best inter- 
ests of your company for you to attend the Conven- 
tion at Detroit from June 20 to 24, inclusive. Be there! 


The 


business 


a compilation of business and 


Straws in the wind 


Blow hot, blow cold—the following straws indicate the strength and 
direction of the trade winds in recent weeks: 


AUTOMOBILE PRODUCTION: April production of motor vehicles totaled 
146,584 units, according to the preliminary estimate by the National Automobile 
Chamber of Commerce. This was an increase of 15 per cent over the preced- 
ing month, but 58 per cent under April 1931. 


BANK CLEARINGS: Bank clearings for 123 cities totaled $22,534,684,000 in 
April as compared with $24,214,435,000 in March, a decline of 6.9 per cent. The 


April total also shows a drop of 42.7 per cent below the corresponding month 
last year. 


BUILDING CONSTRUCTION: An increase of 19.7 per cent in building activity 
was recorded during April, as compared with the preceding month, according 


to S. W. Straus, Inc. Permits issued involved expenditures of $52,079,621. New 
York State led in volume of permits issued. 


BUSINESS FAILURES: Business defaults reported to Bradstreet's for the week 
ending May 12, declined in number from 553 to 545, a drop of 1.4 per cent, 
although liabilities involved increased 20.6 per cent. With the exception of the 


week ended March 10, this week's number of failures is the smallest reported 
this year. 


COMMODITY PRICES: Wholesale commodity prices throughout the world de- 
clined in March as compared with February, according to reports from 12 of 
19 foreign countries studied by the Division of Economic Research, Department 


of Commerce. April indexes so far received indicate that further slight price 
declines have occurred. 


STEEL PRODUCTION: April steel ingot production in the United States as 
calculated by the American lron & Steel Institute, was 1,239,811 tons, a fall of 
more than 50 per cent compared with the 2,722,479 tons produced in April a 
year ago. April output set a new low record below the 1,302,399 tons produc- 
tion of last December, which was the lowest in over ten years. 
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tor nation, leading up to the great 

expansion of American foreign un- 

derwriting, was already in evidence 
prior to the outbreak of the World War, 
according to the latest issue of the Index, 
published by the New York Trust Com- 
pany. 

So much aii has been placed up- 
on the pre-war debtor position of the 
United States “that it is not generally 
realized that this country had increased 
its underwritings and purchases of for- 
eign securities substantially during the 
early years of the present century and 
was even then laying the foundations 
for its present position as a creditor na- 
tion,” says the periodical. 

Striking evidence of this early trend 
is seen in expansion in the underwriting 
of foreign securities during the period 
1900-1913 which brought the total 
above the $2,500,000,000, according to 
reliable private estimates, shown in the 
review. This figure compares with ap- 
proximately $460,000,000 shown in a 
survey made in 1899. 

Yet notwithstanding the expansion 
in the underwriting of foreign securities — 
during the period 1900-13, “the United 
States was still a debtor nation, on capi- 
tal account, to the extent of some 
$5,000,000,000 at the beginning of 
1914.” 

“It is evident from the foregoing,” 
says the review, “that American bank- 
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financial trends 


ing institutions and investors were not 
altogether unprepared for the demands 
made upon them by other countries dur- 
ing and after the World War. The 
American public had become accus- 
tomed to the flotation of foreign, as well 
as domestic, issues in this market, and 
the leading investment banking houses 
were versed in the technique of interna- 
tional finance. It was well that this was 
so, for they were soon to be called upon 
to market foreign securities on an un- 
precedented scale.” 

Within the space of a few months 
following the outbreak of the war vir- 
tually all of the long-standing debt of 
the United States was liquidated and 
there followed the flotation of numerous 
foreign issues in this market. This 
process has been continued throughout 
the post-war period “and has resulted in 
the emergence of the United States as a 
creditor nation.” 

Estimates of the Department of Com- 
merce, presented in the survey, place the 
net foreign underwriting and direct in- 
vestments by this country in the period 
under review at $15,500,000,000. Re- 
liable private estimates place the total 
some two billion dollars higher, or at 
$17,968,000,000. 

“The magnitude of these figures can 
more readily be comprehended by means 
of comparison. In 1915 alone, for ex- 
ample, American markets absorbed al- 
most as much foreign financing as in the 
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and indications 


entire preceding fifteen years. During 
the ten years following the war, accord- 
ing to Sir George Paish: “America lent 
to the world, and more particularly to 
Europe, as much as Great Britain lent 
in a century.” 

The material contained on this sheet 
has been assembled in the hope that it 
may facilitate the work of students of 
business economics. The index of busi- 
ness activity is reproduced from the dia- 
gram publication of The Cleveland 
Trust Company issued in February, 
1932, which carries the data from 1790, 
and is accompanied by notes describing 
the sources and methods used, all com- 
piled under the direction of Col. Leonard 
P. Ayres. 

The bond price data are the yields of 
high grade bonds capitalized at five per 
cent. For the years 1857 to date the 
yields are those of high grade American 
railroad bonds as compiled by Dr. Fred 
R. Macaulay of the National Bureau of 
Economic Research, New York City. 
The yields used from 1831 through 1856 
are current yields of state and municipal 
issues. The data were compiled by this 
institution from rather fragmentary fig- 
ures found in the periodical files of the 
Library of Congress. The index is com- 
posed of seven bonds from 1831 through 
1840, and of 11 bonds from 1841 
through 1856. This index was adjusted 
to connect with the railroad index in 
1857. 
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The index of wholesale commodity 
prices is the compilation of Professors 
G. F. Warren and F. A. Pearson of Cor- 
nell University. The average of the data 
for the five years from 1910 through 
1914 is taken as equal to 100. 

The railroad stock price index is com- 
posed of several series. Canal stock prices 
were used for the period 1831 through 
1833. From 1834 through 1879 the in- 
dex is based on three Harvard series. 
The one from 1834 through 1852 in- 
cludes eight stocks, and that from 1853 
through 1865 includes 18. The data are 
from The Review of Economic Statistics 
for August, 1928. The index from 1866 
through 1879 includes 10 stocks, and 
the data are from The Review of Eco- 
nomic Statistics for 1919. The index 
from 1880 through 1896 includes 10 
stocks, and from 1897 to date it in- 
cludes 15. These two latter indexes 
were compiled by this bank. All the 
earlier indexes were adjusted to form a 
continuous series terminating with the 
final index of 15 stocks. 

The commercial paper rate data for 
the years 1831 through 1860 are taken 
from “The Tariff Question” by Erastus 
B. Bigelow (Boston 1862). The source 
of the figures for the years 1861 
through 1865 is Joseph G. Martin’s 
“Seventy-three Years’ History of the 
Boston Stock Market” (Boston 1871). 
The data from 1866 through 1913 are 
from The Review of Economic Statis- 
tics, January, 1923, and those from 
1914 to date are compilations of the 
Standard Statistics Company as pub- 
lished in their Statistical Bulletin Base 
Book of January, 1932. 
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This discussion takes us into a 
mv divorced from reality. We 
WM battle with words against wind- 
mills. We assume that this Con- 
gress, facing their constituents at an 
impending election might, some sixty 
days from the date this is written, by 
telegrams or votes, ratify an extension 
of the moratorium. 

It is a violent assumption. We do 
not live in abstractions. We live in a 
world of reality. This question is not 
to be decided by economists. It is to be 
decided by American public opinion in 
the field of politics. In view of all that 
has happened since last June, the revela- 
tions of blue-sky selling of foreign se- 
curities, a deepening of the depression, 
an increase of unemployment, a steady 
decline in all values, a tremendous and 
growing deficit, and a new billion dol- 
lar tax burden,—is it possible to assume 
that the American taxpayer is in any 
mood to make any further sacrifices for 
European debtors or American bond- 
holders? I do not think so, neither on 
next July Ist nor for many Julys to 
come. An astronomer might demon- 
strate that there is gold in Mars but he 
could not finance his discovery at the 
American ballot box. 

But, not to foreclose discussion on a 
question, however theoretical, let us look 
into it. Put it to a pragmatic test. 
Judge the future by the past. Put his- 
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Cancel the 


41 41 
No, asserts Rep. SAMUEL B. 
PETTENGILL of Indiana, “because if 


our international 


debtors reduced 


by 16 per cent. their prepara- 
tions for the next war, they could 
pay their honest 


tory against theory. What promises 
made for the present moratorium have 
been fulfilled? On June 20th, Mr. 
Hoover said, ““The purpose of this action 
is to give the forthcoming year to the 
economic recovery of the world”. Has 
the world recovered? It was, the Presi- 
dent said, ‘“‘to help free the recuperative 
forces already in motion in the United 
States from retarding influences from 
abroad”. Has it freed them? 

The next day Senator Smoot said, “It 
will no doubt bring confidence to the 
business interests of the world”. Has 
it done so? These opinions of statesmen 
were based on the opinions of bankers, 
based on the opinions of economists. The 
opinions were wrong. The statesmen 
were wrong. The bankers were wrong. 
The economists were wrong. They are 
proved suci. They are “one with Nin- 
eveh and Tyre”. There has been no re- 
covery; the “recuperative forces already 
in motion” have turned out to be 
myths; confidence has not been brought 
tu the world. 

What new assumptions support new 
opinions? What new theories will rise 
to wrestle with facts? A year ago, by 
telegraph, many Congressmen (not in- 
cluding myself) and Senators accepted 
the glowing prophecies, the “cloud- 
capped towers, the gorgeous palaces, the 
solemn temples” as the bread and salt 
of life. They have turned out to be 
“such stuff as dreams are made on”. 

Where is the newly discovered evi- 
dence to support a motion for a new 
trial? What European rainbows point 
to new pots of American gold? 

Between the date of Mr. Hoover’s 
proposal and its formal ratification on 
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December 23rd, the securities on the 
New York Stock Exchange alone 
shrank in value $25,932,377,594—a 
sum equal to the debts we incurred to 
fight the war. In that same period of 
time the value of American wheat 
shrank $45,000,000; our cotton was 
worth $240,000,000 less; our corn was 
worth $350,000,000 less. Since De- 
cember 23rd, these values have further 
declined by untold billions more. Hun- 
dreds of banks have failed; our bonds 
have gone below 85; the commodity 
index has steadily declined; New York 
Central, Illinois Central, Pennsylvania 
and U. S. Steel have passed their divi- 
dends—in some instances after un- 
broken records that run back to the time 
when old men were in their cradles. 

I do not wish to be unfair in this 
debate, but these are facts. The mora- 
torium has simply not produced the 
“economic recovery of the world”. The 
advocates of its extension manifestly 
have the burden of proof. 

Take federal obligations which have 
gone as low as 85. Why did they do so? 
No doubt there were many reasons, but 
certainly this is one of them—lack of 
European buying as a result of the mora- 
torium. As is known, after the debt 
settlements were made foreign govern- 
ments were large buyers of our bonds. 
They turned them in as credits against 
their debt payments. As soon as the 
moratorium was declared they stopped 
buying, and that support for a falling 
market was removed—the incentive to 
pay a dollar with 97 or 98 cents. In 
addition to our deficit being increased 
by the $250,000,000 of postponed pay- 
ments, this decline in the value of our 
Treasury obligations has done more per- 
haps than any other (Cont. on page 29) 
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war debts? 


“Yes,” responds Dr. MAX WINKLER, 


President, American Council of Foreign 
Bondholders, “because not only was all 
the money advanced to our allies spent in 


this country, but a sum of $4,275,000,000 


salutem.” One salvation is left to 

the vanquished: to expect no salva- 

tion. The alleged progress of civili- 
zation and the supposed onward march 
of the human race have not sufficed to 
obliterate the grim method employed 
more than 2000 years ago by victorious 
Rome towards her defeated neighbors. 
The loser was made to pay, whether 
Latin or Slav, Teuton or Magyar, Chin- 
ese or Turk. 

More than two generations ago, in 
1871, a victorious Prussia imposed, ac- 
cording to the Treaty of Versailles, on 
a conquered France, an indemnity of 
about $1,000,000,000. In order to en- 
able France to meet her obligations, it 
was necessary for Germany to assume 
the role of France’s banker. Bonds were 
underwritten by German financial insti- 
tutions, and it was largely German in- 
vestors who absorbed the bonds. Thus 
are inter-governmental obligations dis- 
charged! 

Fifty years later, also at Versailles in 
the same Hall of Mirrors, the same 
spectacular melodrama was enacted that 
was witnessed there half a century 
earlier. The two main participants had 
merely changed places. Germany had 
been conquered. France was the victor 
and dictated terms. A war indemnity 
was imposed upon the erstwhile German 
Empire, amounting to 132,000,000,000 
marks (gold), or more than three times 
the total available supply of the yellow 
metal. A somewhat curious settlement! 
However, one learns from Carroll’s 
amusing classic that execution should 
precede the trial. 

According to Article 231 of the 
Treaty of Versailles, “The Allied and 
Associated Governments affirm and Ger- 


ms salus victis: nullam sperare 


over and above such expenditures. 


many accepts the responsibility of Ger- 
many and her allies for causing all the 
loss and damage to which the Allied and 
Associated Governments and their na- 
tionals have been subjected as a conse- 
quence of the war imposed upon them 
by the aggressor and her allies.” 

This hypothesis is now regarded as 
disproved by most Germans and many 
impartial students in other countries, so 
that it is not at all impossible that a 
movement for revision will develop quite 
independently of economic considera- 
tions, and based largely upon the po- 
litical and ethical aspects of the repara- 
tions problem. 

About 18 years ago, a shot was fired 
in the streets of Sarajevo by an irre- 
sponsible Serbian youth, subsequently 
immortalized by his greater and more 
influential fatherland. The-shot killed 
an Austrian Archduke, heir to the Haps- 
burg throne. This precipitated the 
World War, even though the real causes 
of the conflict were much more funda- 
mental in character. 

One set of belligerants, more far- 
sighted than their opponents, turned to 
the United States for financial accom- 
modations. ‘Thanks to a sympathetic 
press, these were readily forthcoming. 
Such was the beginning of the trans- 
formation of this country from a debtor 
to a creditor nation. Enormous credits 
were established on behalf of the Allied 
Powers, who were fighting to make the 
world safe for democracy; to end all 
wars; and to establish the principle of 
the self-determination of nations. 

When American loans to the Allies 
had reached a rather impressive figure, 
we could no longer withstand the temp- 
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tation to partake in the struggle for 


lofty ideas and ideals. We entered the 
conflict and, with us in it, the war had 
to be fought to a successful conclusion. 
The extension of loans and credits con- 
tinued in ever increasing amounts. The 
Allies were greatly relieved at the 
thought of being able to hand over the 
task of raising funds to the American 
Treasury. They had already entered in- 
to heavy commitments for food, raw 
materials, and munitions. 

It is perhaps worth remembering that 
the American Treasury, in extending 
credits, was guided to a very large ex- 
tent by the fact that the country ob- 
taining such credit was actually buying 
in the United States in a very liberal 
way and with a considerable degree of 
elasticity. The results of these trans- 
actions upon American foreign com- 
merce are of interest. 

For the fiscal year ended June 30, 
1915, our exports to Great Britain, 
France, Italy and Russia showed an in- 
crease of $675,000,000 over the preced- 
ing twelve months; while our exports to 
Germany, Austria-Hungary and Turkey 
declined during the same period by 
about $339,000,000. 

In 1916, our sales to the Allies showed 
a gain as compared with 1914 of $1,- 
882,000,000; while our exports to the 
Central Powers registered a shrinkage of 
$346,000,000. (Cont. on page 30) 
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The little white ball 


as Non-par value shares .. . actually 
fiat certificates . . . were the hypo- 


dermic that 


proved 


to be slow 


poison in our capital structure. 


by HENRY H. HEIMANN, 
Executive Manager, 
N. A. C. M. 


In the securities circus of 1928 and 
= 1929 we sent up a balloon filled 
wv with inflammable gas. The gas was 
not of the ordinary variety, to be 
sure, though its inflationary properties 
need never be apologized for. What 
happened to the balloon is history, and 
one of the major causes of its inflation 
is the subject of this article. 

It is axiomatic that legislation is no 
panacea for depressed business. Agri- 
culture, to its distress and sorrow, 
realizes this; the world with its un- 
economic ventures in rubber, wool, su- 
gar and coffee control bemoans this fact 
while it nurses its headache. Notwith- 
standing all the reassuring political 
phrases, legislation is no panacea for 
economic ills. Other nations learned 
this to their sorrow but we were un- 
willing to borrow a page from the ex- 
periences across the sea. Like a child, 
we had to suffer a burn before we were 
convinced. Despite the half billion pul- 
motor application, agriculture is all but 
prostrate. 

While legislation can never be a pana- 
cea for economic ills certain types of leg- 
islation can be constructive or destruc- 
tive to business. Legislation that ap- 
pears innocent enough in itself may pro- 
vide the means, when placed in the 
hands of shrewd super-salesmanship, of 
blowing a bubble of immense propor- 
tions. Of course inevitably there is the 
bursting, but while the bubble is ex- 
panding its myriad of colors are attrac- 
tive and highly pleasing to the eye, and 
in our admiration of the beautiful we 
never think of settlement day. Suddenly 
the bubble explodes and smarting soap- 
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suds are spread, lodging in the eyes of 
the business world. Indeed today, some 
two and a half years after the explosion, 
we have not returned to normal vision. 

What was it that caused the old fam- 
ily album to yield up its favorite por- 
trait of Uncle John and in its place 
boast of an engraved certificate of com- 
mon stock in a vast corporate enter- 
prise? 

Did it ever occur to you that we set 
up the roulette tables, put out the chips, 
furnished the gambling paraphernalia 
and did everything but spin the wheel 
for the greatest gambling orgy the world 
has ever known? Unconsciously per- 
haps, it is true, but we did it neverthe- 
less. Not that the Stock Exchange, as 
many would have you believe, is a 
gambling institution—though it has 
frequently been used for that purpose 
and in some quarters earned the title of 
the great American Casino during the 
past few years. The hypodermic that 
was used in capital stock structures 
proved to be slow poison. Its victims 
are strewn throughout the world. I re- 
fer to the introduction of non-par value 
stock—a mechanical feature in stock 
certificates that was easily understood 
by the well informed man, but to the 
average man on the street “non par 
value” was a descriptive word that 
meant nothing. Its real significance has 
never been comprehended by the vast 
majority of our citizenry. Yet this was 
the cornerstone on which the colossal 
pyramid of insane stock values was 
built. Therein was the inflammable gas 
that caused the balloon first to ascend 
so rapidly, and later to burst into flames 
and fall to destruction. 


Any gambling-house keeper will tell 
you there is less play with chips at 
$100.00 apiece than there is at the table 
at which chips represent $1.00. The 


$1.00 chips in modern stock certificates 
are the non par value shares. They are 
fiat certificates. The $100.00 chips 
represent the old conservative $100.00 
par value stock. A realization of this 
fact has not yet permeated the minds 
of the American public. 

Let us take a stock that sold for 
$100.00 a share before the boom, and 
before the non par value idea had per- 
meated the fertile brain and imagina- 
tion of stock manipulators. This 
$100.00-a-share stock represented a par 
value, let us say, of $100.00 a share, 
meaning that $100.00 had actually been 
paid into the business, either in money 
or services. There were exceptions, of 
course, such as fictitious values, largely 
accomplished through the good will or 
patent accounts, or in the inflation of 
fixed assets by way of high appraisals. 
Generally, however, the stock certificate 
represented an interest of participation 
to the extent of $100.00 plus a ratable 
share of whatever surplus may have been 
accumulated. Assume that the particu- 
lar stock was attractive as an invest- 
ment, or in the language of the brokers, 
was in excellent position for a rise in 
price. Contrary to general belief stocks 
seldom go up. They are usually put up: 
They stay up on satisfactory earnings. 
After satisfactory arrangements were 
made for a block of the stock the brok- 
ers gave it a ride. They advanced its 
price, through propaganda, bullish re- 
ports, press dispatches and with the aid 
of the feverish excitement then in exis- 
tence, until finally it sold at $225.00 a 
share. 

Now when Jim Jones buys a stock at 
$225.00 a share or indeed when he even 
contemplates buying a stock at that 
price, he just naturally hesitates. This 
figure of $225.00 is of itself a warning 
that at least a man should be on his 
guard and an investigation should be 
made of the value of that stock. No- 
body knew that better than those in- 
terested in the distribution of the stock. 
The $225.00 stock represented the 
$100.00 chips at the gambling table. 
There was a dearth of customers at that 
table despite the barking and ballyhoo. 
The only way to get customers was to 
split the chips and make the pieces of 
lower value. Here is where “non par 
value” shares fit into the picture. After 
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listening to the convincing presentation 
of the brokers the management was eas- 
ily convinced that a stock dividend of 
400% should be declared. The relation 
of surplus to such a dividend was of no 
interest except that occasionally surplus 
earnings warranted a declaration of a 
par value common stock dividend of 
such proportions. However, in the ma- 
jority of instances surplus permitted of 
no such action on the par value stock 
since under par value shares it was nec- 
essary to have a surplus equivalent in 
value to the stock distributed. 

But why permit an obstacle of that 
kind to stand in the way? Wasn’t there 
an easy way out? Of course there was 
and so the capital stock was changed 
from “par value” shares to “non par 
value” shares. This accomplished, you 
could declare a 1,000% stock dividend 
if you had as little value as $1.00 a 
share representing each share issued. The 
capital structure changed from $100.00 
par value to no par value. Assume in 
this instance, that a 400% stock divi- 
dend was declared. Instead of one cer- 
tificate you now had five. When you 
returned your original par value share 
for a new certificate of non par value 
you received one share, in even ex- 
change. As a result of the stock divi- 
dends you received four additional non 
par value shares. In other words, you 
now had five pieces of paper instead of 
one, representing five non par value 
shares instead of the one $100.00 par 
value share you surrendered. Your in- 
terest in the business, of course, was no 
greater than it had ever been, but you 
had five pieces of paper to represent 
that interest. Somehow you felt richer, 
which psychological fact cost a pretty 
penny to the American investing pub- 
lic. The $100.00 par value stock sell- 
ing at $225.00 a share was now repre- 
sented by five non par value shares. The 
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actual value of each non par value share, 
therefore, if the original stock was 
worth $225.00 a share, was $45.00 a 
share. With what result? Let’s go 
back to our Casino for a second. 
Immediately when the chips were an- 
nounced at $45.00 players began to ap- 
pear around the table. The chips were 
quickly sold, the wheel went spinning, 
and the little white ball did its trick. 
This happened to your new stock. From 
$45.00 for each non par value share— 
at which price the stock looked cheap by 
figures—it was feverishly worked up 
again to $100.00 a share. But at that 
point resistance again developed and 
here the process was repeated. This 
time the stock was doubled, through a 
stock dividend of 100%, which made 
the non par value shares, of which you 
now had ten, receiving five additional 
through the 100% dividends, valued at 
the most recent quotation at $50.00 a 
share. Once more your table was at- 
tractive and from $50.00 a share the 
bubble was expanded until it reached a 
price of $80.00 a share. In other words, 
the original $100.00 par value stock, 
which was selling at $100.00 a share, 
was now selling at $800.00 a share. Had 
the non par value hypodermic never 
been injected and by some inconceivable 
method the par value stock representing 
a $100.00 paid in capital been offered at 
$800.00 a share, there would have been 
no purchasers. Distribution of the 
stock would have been next to impos- 
sible. Certainly the middle class of peo- 
ple would not reach out for an $800.00 
stock, and it is the middle class who can 
least afford stock losses. As a matter of 
fact, the figure in itself would have been 
a warning figure and would have pre- 
vented any great action in that stock. 
But there had to be some semblance 
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of value, you say. True, and this is 
how it was developed. The next move 
was a declaration of dividends to give 
the stock the semblance of the inflated 
value it possessed. However, these divi- 
dends were not declared in cash. To 
do this would cause an impoverishment 
of the company if the cash return was 
to be at all in keeping with a reasonable 
return on the investment. But some- 
thing had to be done—why not the “non 
par value” application here? What 
could be better? Fine! So a 10% stock 
dividend was declared, and all you got 
was more pieces of paper to represent 
your interests. The process was pat- 
terned somewhat after the fashion of the 
reckless printing of foreign money. It 
was a resort to the printing presses— 
turning out bales of certificates. Like 
your grandfather’s experience with fra- 
ternal insurance, so long as your stock- 
holders kept increasing faster than the 
brokers had to absorb free ride or un- 
sold stock, everything went well. The 
average stockholder rested securely un- 
der the hallucination that he was pros- 
pering. The vicious circle continued. 
Finally, there came a time however 
when more stock was offered for sale 
than was being distributed. At this 
point the bubble suddenly burst and 
you woke up with a lot of scraps of 
paper that might well take their place 
alongside of German marks in the after- 
war currency inflation. Would the peo- 
ple have fallen over one another clamor- 
ing for $800.00 stocks if dividends were 
on less than a one per cent basis? Yet 
under the old system stock dividends 
could not have been issued unless the 
earnings had created a surplus equal to 
the value of the par value shares issued. 
In other words, in our illustration, be- 
fore the $100.00 stock (Cont. on page 35) 


JUNE, 1932 


13 




















































Statistical 
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by HARRY G. ROMIG, 


research statistician 


ties it is necessary to make a rapid 

analysis of the information avail- 

able and obtain sufficient evidence 
so that a quick decision may be 
made. If the amount of data cov- 
ering the particular problem are nu- 
merous it is too expensive to make 
a complete analysis using each value 
at its face value. In many cases 
the cost of an extensive analysis will 
be greater than the savings effected by 
the study. Hence it is evident that 
short methods must be devised which 
will indicate the nature of the results 
with a minimum of expense. 

Data involving the numerical mag- 
nitude of each value are termed vari- 
able data. The analysis requires that 
averages and standard deviations be ob- 
tained for each rational sub-group of 
these data. After determining whether 
the data have come from a constant 
system of causes and are controlled, 
then it is possible to establish standard 
levels, predict the range of variation 
within which future values may fall 
with a given probability, establish in- 
dexes for purposes of comparison and 
thus determine whether changes in pol- 
icy or methods are required. 

The method which we are to substi- 
tute for this is based upon the same 
fundamental principles and will enable 
the executive to formulate his policies. 
This method is not as efficient as that 
using the variable data since the aver- 
age and standard deviation will be re- 
lated as one value. For example, con- 
sider a set of data which contains 100 
observations. Suppose each of these 
100 values represents the amount of 
money collected during the week by 
each of 100 collection agencies under 
one management. There are 5 values 
below $1000, 10 values below $2000, 
13 values below $3000, etc. Or again 
we can classify them as 4 above $100,- 
000, 9 above $90,000, etc. Our plan 
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of classification will depend on whether 
we are trying to find the per cent of 
branch agencies which made weekly 
collections below $1000, or some other 
arbitrary low value or whether we wish 
to find the per cent of agencies collect- 
ing $90,000 and more per week or some 
other arbitrary high value. Our ex- 
ample used 100 observations so that the 
per cent of agencies collecting less than 
$1000 weekly is 5 per cent, being nu- 
merically the same as the number ob- 


served. To find this value when n is 


the total number of observations and 
d is the number observed below the 
selected limiting value, the per cent 
below (p) equals d/n. A series of p 
values observed week by week would 
be termed the attribute data for the 
period in question. 

In the example above we might be 
interested in the per cent of values be- 
tween $3000 and $90,000. Since there 
are 9 per cent above $90,000 and 13 
per cent below $3,000, there would be 
78 per cent observed in the range se- 
lected. This method makes it possible 
to select a group of ranges for which 
information is desired and keep weekly, 
monthly or yearly records of the varia- 
tions in the p values for each range. 

We will first consider how to handle 
a group of p values to determine 
whether the p values came from a con- 
stant cause system. If we have m of 
these values, p,, Po, Ps, - - - -» Pm and 
each value of p is determined from the 
same number of observations n, the av- 
erage value of p is found by taking the 
sum of the p values and dividing by 
m. We will call this value p. The 
standard deviation is a function of p 
and is found by taking the square root 
of the product of p and 1-p divided by n, 
Vp(1-p)/n. This is denoted by the 
symbol s,. The criterion which we 
will use to determine whether the data 
came from a controlled system is to 
establish variation limits based upon a 
probability of .9973, the multiplier of 
8s» thus being t= 3. The expected 
range of variation is p + 35. 

A modification of this method which 
will give the same result is possible 
since we have assumed that the number 
of observations for each group is iden- 


short cuts 


tical. The number observed within our 
stipulated range for group 1 is d,, for 
group 2 is d,, for group m is dn. If 
we take the sum of ‘these d values and 
divide by m, we obtain the average 
value which we will designate as d. 
The standard deviation for the d values 
is approximately the square root of d 
if the value of p= d/n is small (less 
than .10). If p is greater than .10, 
the exact equation should be used 
for determining the standard de- 
viation sg The value of sq _ is 
found by taking the square root of d 
times 1-p. Thus sg = \/pn(1-p) = 
\/d(1-p). The expected range of 
variation is d + 3sz. 

If the number of observations differs 
for each group and is n, for group 1, n, 
for group 2, — and is n,, for the mth 
group, the value of p, is found by di- 
viding d, by n,, the value of p, by di- 
viding d, by n,, — and the value of 
Pm by diving dn by nm. The average 
value of this group of p values might 
be found by taking the sum of the p 
values and dividing by m, as before. 
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This is a good value of p to use if it 
is desirable to assume that each group 
should have equal weight. In general, 
however, the weighted average should 
be found since it does not seem rea- 
sonable that a value of p based on 10 
observations should have as much 
weight as another value of p based on 
500 observations. To find the weighted 
average value, take the sum of the d 
values and divide by the sum of the n 
values. This may be expressed alge- 
braically as p=Sd/Sn, or p=Spn/Sn. 

To find the chance variation limits 
exactly, each group must be considered 
separately. For p, the variation limits 


are p+3Vp(1-p)/n,, for P. are 
p+3\/p(1-p)/n,, and for pm are 


p+3Vp(1-p) /nm. (Cont. on page 41) 
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by BRACE BENNITT, 
Convention Director, 


N. A. C. M. 


[t is just a matter of days before 
* the nation’s credit executives meet 
ly again in the most important week 
of the credit year. We meet again 
to study our problems together, to en- 
joy a measure of relaxation from the 
daily work, to equip ourselves for in- 
creasing responsibility. There is no 
substitute for your National Conven- 
tion. 


Program 


Highlights of the program are given 
on the opposite page, but just as impor- 
tant as the fine array of speakers are the 
business features of the program—the 
study of our bankruptcy situation and 
the general situation in the liquidation 
field; the further consideration to credit 
information with particular reference to 
the necessary Inter-change system for 
which there is no substitute; serious 
consideration of the matter of Commer- 
cial Fraud; appreciation of the Foreign 
Department, and the Foreign Credit sit- 
uation, and education, fire waste, credit 
practices and procedure programs and 
discussions. 


Hotel 


The Statler system, which served us 
so well last year in Boston, will serve 
us again this year. The hotel is ready 
to take care of the private parties, group 
meetings and local dinners. Special ar- 
rangements have been made by the hotel 
to facilitate registration and to make 
possible prompt assignment of rooms up- 
on arrival of delegates. Arrangements 
have also been made with the hotel so 


Take the 


er 


Convention highlights 


that there should be ample provision for 
all delegates and guests of the Conven- 
tion to be housed in the Convention 
Headquarters Hotel. Advance registra- 
tion and reservation is advisable, how- 
ever, to insure accomodations. 


Entertainment 


Back of the business for which dele- 
gates come to a convention is the neces- 
sary background of entertainment, re- 
laxation and personal enjoyment. The 
Detroit Convention Committee has built 
this background with these features: 
The Annual President’s Ball on Mon- 
day night; The Detroit Orpheus Club 
and other entertainment on Tuesday 
night; a boat trip to Bob-lo Island Park 
in Canada on Wednesday afternoon and 
evening, which will include field day 
games, golf, picnic lunch and dancing; 
a sightseeing tour and trip to the Ford 
Plant and Henry Ford’s Greenfield Vil- 
lage on Friday afternoon; a bridge tea 
and a style show for ladies; besides sight- 
seeing trips through the City of Detroit. 
Daily convention business sessions will 
be opened by a pep and song period, 
program of which will be in the capable 
hands of that very capable fellow from 
Kansas City, Sandy Sinclair, who 
achieved a thorough-going popularity at 
the Boston Convention last year with 
his genial spirit and his ready humor. 


Transportation 


Many conditions required by the rail- 
road the past years are eliminated this 
year. Convention delegates and their 
families are entitled to a fare and a half 
round trip, allowing them a full thirty 
days if desired and allowing them a 
choice of routes going and coming to 
suit their wishes. This year the special 
rates are applicable to all trains. The 
railroads have been very co-operative 
and stand ready to confer with any in- 
dividual members or the Local Associa- 
tions further in arranging delegate trips. 
No doubt, many will plan to go by au- 
tomobile and the routes going into De- 
troit are excellent from every direction. 
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Local plans 


Even before we sent out the Conven- 
tion instructions material, we had many 
letters and inquiries as to the Conven- 
tion. Local plans have been in the mak- 
ing for sometime past. Cleveland re- 
ports that they will have the largest 
delegation ever attending a National 
Convention and the State of Ohio will 
“draw big” because of its own party in 
connection with the Convention. The 
Pittsburgh delegation is set at 100 with 
plans for an over-night stop, coming 
and going from the Detroit meeting. 
Wichita, Kans. reports there will be the 
usual large showing of Kansas Sun- 
flowers. Registrations are already in 
from New Orleans, Charleston, W. Va., 
Nashville, Tenn., Hartford, Conn., Bir- 
mingham, Ala. and other points in all 
directions. The Twin-Cities will be on 
hand strong. Milwaukee already has a 
good delegation planned. Chicago will 
have their special arrangements as usual. 
New York is making its customary 
plans and together with the near-by 
Eastern Associations will bring a large 
contingent. In the Convention State, 
there are already over four hundred reg- 
istrations. The co-operation and inter- 
est of the other Associations in Michi- 
gan besides Detroit will make it a Michi- 
gan as much as a Detroit Convention. 
From the Far West reservations are al- 
ready in. Seattle, Portland, San Fran- 
cisco, Los Angeles, Denver, and Salt 
Lake City, part of their delegations hav- 
ing already registered. Interest is run- 
ning high, giving evidence that this 
year above all years the Convention can 
be of utmost value. 


Garages 


A concession has been secured from 
National Detroit Garages, which we 
have designated as the official garage for 
storage of visitors’ cars during the Con- 
vention. This garage is located just two 
blocks from the Hotel, at 1009 Cass 
Ave. A rate was offered of $4.00 for 
storage of car for the week, or a rate of 
$1.25 per day. 
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’ BRACE BENNITT, 
Convention Director 


Annual Convention of the Na- 

tional Association of Credit Men 

is expressed by Executive Manager 
Heimann in his keynote address 
“Working Credit Means Working 
Men”. The Convention will open on 
Monday afternoon and after the invo- 
cation, greetings and response to greet- 
ings, Dr. M. S. Rice, a colorful and 
outstanding speaker, will address the 
Convention on “These Times”. The 
concluding feature of the opening ses- 
sion will be the Convention keynote 
address on the title given above by the 
Association’s Executive Manager.’ The 
scope, significance and contents of this 
speech will make credit history. It es- 
tablishes the responsibility of the credit 
fraternity and points the way to greater 
credit accomplishment during the com- 
ing year. 


= The underlying theme of the 37th 
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The Convention program will be 
featured by addresses from prominent 
leaders in government and_ business. 
The Honorable Carter Glass, United 
States Senator from Virginia and the 
legislative father of the Federal Re- 
serve Act, will address the Thursday 
morning ‘session of the Convention. Mr. 
Glass will -bring to the Convention a 
noteworthy dissertation on credit and 


financial -problems of the country. 


On-Friday-Senator L. J. Dickinson of 
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lowa will deliver the feature address 
of the closing session. One week be- 
fore the Detroit Convention, Senator 
Dickinson will serve his party as the 
“keynoter” of the Republican National 
Convention. 


Tuesday morning Mr. Shirley E. 
Haas will make the Convention dele- 
gates “sit up and take notice” under 
the subject heading of ““The New Com- 
petition”. This speaker is bringing a 
straight-from-the-shoulder message on 
what credit men should and shouldn’t 
do. Mr. Haas was very active on the 
Louisville retail survey which was con- 
ducted in co-operation with the De- 
partment of Commerce. Mr. Haas is 
Secretary-Manager of the Retail Gro- 
cery Association of Louisville, Ky. 

Mr. Max B. Nahm, Vice-President of 
the Citizens National Bank of Bowling 
Green, Ky., will speak Thursday after- 
noon on the subject of “Reconstruction 
Financing”. Mr. Nahm is nationally 
recognized as an authority on the Fed- 
eral Reserve System and banking and 
credit problems of the nation. His 
Detroit address will bring us up to date 
on the major financial and credit re- 
construction problems which are con- 
fronting the nation. 

Bankruptcy stands out as one of the 
credit fraternity’s most serious subjects. 
As this is being written, hearings are 


E. H. LOTHIAN, 
Credit Congress Director 


being conducted currently in Washing- 
ton on the new amendatory bankruptcy 
bill which has been presented to Con- 
gress. The entire Wednesday morning 
session of the Convention will be de- 
voted to bankruptcy and the attendant 
Adjustment Bureau problems. On Wed- 
nesday morning there will be a report 
of the Adjustment Bureau National 
Executive Committee, a report of the 
National Bankruptcy Committee and an 
address on “Revision of the Bankruptcy 
Act” by Mr. Lloyd Garrison, Special 
Assistant to the Attorney General, who 
has the responsibilty of conducting a 
nation-wide bankruptcy investigation 
preparatory to the framing of the new 
bankruptcy bill. Following Mr. Garri- 
son’s address there will be the Open 
Forum on Bankruptcy and during this 
forum the Association will evolve a 
definite program on the bankruptcy 
situation for the coming year. 


There will be other noted speakers 
of national reputation on the Conven- 
tion program. More emphasis will be 
given this year to the specific and con- 
crete problems of credit administration. 
Credit interchange will occupy a prom- 
inent position on the Convention pro- 
gram and the credit group movement 
as emphasized elsewhere in this issue 
will be centered in the Credit Congress 
of Industry on Tuesday, June 21. 


and PRESS ON — to DETROIT, June 20 
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convention 
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HENRY H. HEIMANN, Exec. Mgr. DAVID A. WEIR, Ass’t Exec. 
N. A. C. M. Mgr. N. A. C. M. 


I. B. DAVIES, Vice Pres., N. A. C. M. E. DON ROSS, Acting Pres., N. A. C.M. F. S. HUGHES, Vice Pres., N. A. C. M. 
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A. J. PEOPLES, Convention Chairman C. A. ROGERS, President, Detroit A. C. M. O. A. MONTGOMERY, Detroit Secretary 
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To the Members of the 
National Association of Credit “en 


Gentlemen: 


The State of Michigan cordially welcomes the 
National Association of Credit Men, You may 
feel sure of finding the citirens of our State 
more than willing to extend to each of you the 
hospitelity for which Michigan is famous, 


Credit has been a besic forma of our modern 
commerce and industry - 2 factor upon which 
Michigan has built an imosing industrial 
stracture, é 


Your profeesion has been an honored element 
in the scheme of basinees and, as such, you 
will benefit from those things for which 
Michigen stands to the same extent that re as 
citizens will benefit from having you with us. 


Sincerely yours 






City of Detroit 


EXECUTIVE OFFICE 
eee een some t Teron 
secon cia FB 1s 


April 23, 1932 






To the Members of the 


National Association of Credit Yen 


Gentlemen: 






It affords me real pleasure to offer to the 
National Association of Credit Men e sincere 
welcome to Detroit - a welcome that decomes 
doubly sincere then it is considered that your 
splendid Association comes to us at a time when 
so mach of cur economic return to normaley de- 
pends ugen a general reresteblishment of credit 
throughout the United States. 


Sere at Detroit » great industry has deen built 
up - the memafacture of the automobile. Mo 
doubt thie industry developed and exoanded into 
its present world leadership in a great measure 
through the increased fecility of credit which 
Dleced the sutoxoblle within reach of the masces 
of our population. 


T am glad to offer you the hosvitality of a aplen- 
aid city and in leaving us, tay you take with you 
some faint sugrestion of the debt that we as citi- 
zene of a manufacturing commmity owe the profession 
which you represent. 


Very truly yours 


- PrithaM [rs 


Governor Zp i ’ 
AL ee 00a fb Mn hw fg 
. ¢ 


er 
























Mayor 


“WELCOME”—extended by the Governor of the State of Michigan and the Mayor of the City of Detroit to the N. A. C. M. 


. Group Chairman Firm 
re it Automotive Supplies S. C. Doench Motor Rim Mfg. Co., 
Toledo, Ohio 
Bankers’ Griswold Adams Highland Park State Bank, 


Highland Park, Mich. 
Clothing and Dry Goods H. W. Clausen C. D. Osborn & Co., 
Chicago, Ill. 


congress 


> M. Plans for the Credit Congress of In- Con 1 Seeeay Seabee Pe nr 
dustry at the Detroit Convention have Confectionery Manufacturers W. H. Cancie Walter H. Johnson Candy Co., 
been proceeding satisfactorily. Chicago, Ill. 
Most of the Group Chairmen have Drugs—Confectioners— Frank Bockheim Hiazeltine & Perkins Drug Co., 
been selected and their programs are in Tobacco Wholesalers’ Grand Rapids, Mich. 


the process of development. Great in- Electrical and Radio W. F. Young General Electric Sup. Co., 
terest has been manifested everywhere Chicago, Ill. 

and delegates will find that this feature Fine Paper Geo. Momberg Whitaker Paper Co., 

of the Convention with its many op- Detroit, Mich. 

portunities for making acquaintance and _ Florist Supplies Wm. A. Hansen W. A. Hansen Co., 
gathering of new ideas will repay them Chicago, Ill. 


for their trip. When the fine program Food Products Wholesalers J. A. McBrien Jordan-Stevens Co., 
of the Convention, itself, is added to the Minneapolis, Minn. 
Group conferences, there is every rea- Food Products and Allied Frank H. Wheat Federal Match Sales Co., 






















son why a trip to the Convention this Manufacturers. New York City 
year can be called an investment in- Footwear Group Chas. Bourget Commonwealth Shoe & Leather 
stead of an expense. Co., Whitman, Mass. 

It should be remembered that this is Furniture Mayo N. Zeigler John Widdicomb Furniture Co., 
the only meeting in our whole Associa- Grand Rapids, Mich. 
tion where representatives of business Hardware Wholesalers G. C. Klippel Van Camp Hdwe. & Iron Co., 
houses throughout: the Nation can Indianapolis, Ind. 
gather for intimate discussion of prob- Jewelry Geo. J. Gruen Gruen Watch Makers Guild, 
lems in their respective lines of business. Cincinnati, Ohio 

It has not been possible to have cer- Newspaper R. B. Gratzer Louisville Courier Journal, 
tain of the industries represented in a Louisville, Ky. : 
single group, but in most instances Paint, Oil and Varnish T. J. Kenny Devoe & Raynolds Co., Inc., 
those who attend the Convention will Brooklyn, N. Y. 
fit into the Groups listed here. Petroleum G. C. Goller Lubrite Refining Corp., 

Further information can be secured St. Louis, Mo. 
from the headquarters of the National Plumbing and Heating F. R. L. Griffiths International Heater Co., 
Association of Credit Men in New York Utica, N. Y. 
or from E. H. Lothian, 33 So. Clark St., Textile Chas. Bittman Cone Export & Commission Co., 
Chicago, Illinois. New York City 
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by EDGAR H. SENSENICH, 


Vice-Pres., U. S. National Bank, . 
Portland, Oregon. 


oF ih on organizations, if they 


wish to survive, must profit by the 

lessons to be drawn from the pres- 

ent depression and must be alert to 
changing economic conditions and ad- 
just themselves thereto as rapidly as 
possible. Outworn and _ bewhiskered 
policies must be abandoned. The future 
promises stronger and more intelligent 
competition for business, with the prob- 
able attendant of less percentage of 
profit. Survival under such conditions 
will test the intelligence and efficiency 
of every commercial organization. 

The credit man is a major factor in 
the success of the organization with 
which he is connected and hereafter will 
be increasingly so. In the adjustment 
of the affairs of those with whom he 
has to do his responsibility will be great 
but his opportunities for service to his 
employer and his customers and the 
commercial world in general will be un- 
limited. As to whether his opportuni- 
ties for service to his employer are of 
more importance than those of service 
to his customers or vice-versa is of no 
great importance. In the last analysis, 
what is good for one will be good for 
the other. The opportunities exist and 
the credit man of the future should 
strive earnestly to meet them. 

So far as his employer is concerned, 
the-credit-man’s responsibility should go 
far and beyond the mere approval of 
credit sales and the effort toward col- 
lection of slow and doubtful accounts. 
The operations of his employer’s busi- 
ness, so far as methods and results are 
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Credit’s big 


‘The credit man’s responsibility 


should go far and 


beyond the mere 


approval of credit sales and the 


effort toward 


the collection of 


slow and doubtful accounts. 


concerned, should concern him just as 
greatly as do the operations of his cus- 
tomers. Weaknesses may exist or creep 
into the employers’ business just as eas- 
ily as they may do so in the business of 
his customers. When such weaknesses 
are detected, the alert credit man will 
have opportunities for service which he 
should not dodge. 

I have space to mention only a few 
of the weaknesses that may exist or de- 
velop in the methods or policies of em- 
ployers such as you represent, weak- 
nesses that should meet with your in- 
telligent and constructive opposition if 
you wish your employers to survive 
under the changing conditions which 
the future is bound to present: 

1. A tendency toward volume at the 
risk of loss; 

2. A tendency to stretch credit terms 
just to get business. Some recent fail- 
ures have been brought to my attention 
which disclosed extensions of credit 
ridiculously beyond the limits of good 
business judgment. The losses suffered, 
even though great, did not disturb me 
nearly as much as did the knowledge 
that reputable business concerns con- 
tinue to disregard the lessons of the past 
and fail to recognize that conditions 
have changed and uneconomic and 
thoughtless policies cannot succeed. 

The tendency to carry, with the hope 
that it will eventually work out, the 
account of a customer who is hopelessly 
involved should no longer meet with the 
favor of any intelligent credit man. 

Any effort to hold up a hopeless con- 
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cern is an encouragement of a menace 
to all legitimate business. It is an eco- 
nomic fact that when there is a general 
collapse in the commercial or financial 
world no material or permanent recov- 
ery may be expected until major weak- 
nesses are corrected or eliminated. It is 
equally certain that too many sore spots, 
even though minor in character, are a 
hindrance to a return of good times. 
The economic body, like the physical 
body, cannot regain its health until its 
cancers are removed. 

May I refer to just one more iniquity 
which I hope is a sin of the past, the 
policy of a wholesaler or jobber enticing 
a customer into his debt to an extent 
that control of the customer’s purchases 
is lost to his creditor. 


This is gaining business under duress 
and is not only an unfair but vicious 
practice. Sooner or later the customer 
must fail and the creditor must swallow 
the loss. The elimination from the com- 
mercial field of many erstwhile repu- 
table and substantial concerns who re- 
sorted to such practices is a lesson from 
the past and the credit man must not 
allow that lesson to go unheeded in the 
future. 


The credit man’s attitude toward the 
customer should be increasingly con- 
structive in character. Every credit man 
worthy of the name is presumed to 
know the fundamental principles of 
successful business and ought to be able 
to detect the causes of weaknesses, if 
weakness. exists, in the capital set-up or 
operating methods of his customers. 
When he does detect such weaknesses 
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his opportunity for service is at hand 
and he should make an earnest and en- 
thusiastic effort to convert an unsatis- 
factory account into a profitable con- 
nection, and, I am strongly of the opin- 
ion that such effort will more likely 
meet with success if it is based, not so 
much upon selfish motives, but more 
upon a sincere desire to build up for his 
customer a prosperous and permanent 
business and thereby make a positive 
contribution to commercial and public 
welfare. 


Assuming that the most of the cus- 


‘ tomers in which you are interested are 


the average merchants, you have mani- 
fold opportunities of service awaiting 
you. With all modesty, may I state that 
I believe I know somewhat of what is 
now under discussion. My father and 
a number of my people were merchants 
and some of them are still so engaged. 
My boyhood and early youth was most- 
ly spent back of the counters of a coun- 
try general store and for more than a 
quarter of a century past, I have been 
directly concerned in the consideration 
and granting of credits in banking in- 
stitutions. I believe, therefore, that I 
have some familiarity with the factors 
contributing to the success or failure of 
the average merchants. Undoubtedly, 
many of you are equally, if not more, 
familiar with these factors than I am. I 
recall my father’s statement made on 
different occasions that it was observa- 
tion that the average merchant appeared 
to be successful for about ten years and 
then he began to slip. Father seemed 
uncertain of the causes for the rise and 
fall of the business careers upon which 
he based his observation. I believe I know 
now, some, and I am sure you must 
know many of the factors, favorable or 
otherwise, which must have governed 
these careers. 


Your knowledge of these factors is 
largely based on your daily contact with 
the affairs of many and all types of 
business men and business concerns. 
This daily and accumulating experience 
must develop in you, to an unusual de- 
gree, the ability to act as a counselor 
and adviser to those with whom you 
deal. The possession of that ability pro- 
vides you the opportunity not only to 


be helpful to your customers but to 
assist in recovery of business in general. 


Just for the sake of review, may I 
name a few of the causes of failure in 
the general merchandise business? 


1. Lack of adequate capital and in- 
ability to take discounts; 

2. Use of short time credit for per- 
manent investment; 

3. Over-buying and the gradual ac- 
cumulation of unsalable merchandise; 

4. Carelessness in the use of salable 
merchandise for personal or store needs; 

§. Careless storage of stocks; 

6. Acceptance of temporary deposits 
of money by customers or friends; 

7. Excessive overheads; 

8. Too many relatives dependent upon 
or employed in the business; 

9. Over-payment to retiring associates 
or the estates of deceased associates; 

10. Poor bartering ability in the ac- 
ceptance of agricultural or other prod- 
ucts in payment for merchandise; 

11. Poor or no bookkeeping and the 
lack of knowledge of the real value of 
slow and doubtful accounts; 

12. Inaccurate or no records of lia- 
bilities and their maturities; 

13. Lack of business ability and plain 
dishonesty; 

14. Excessive and foolish extension of 
credit by creditors. 

The following are some of the fac- 
tors contributing to successful merchan- 
dising: 

1. Adequate capitalization; 

2. Natural or trained business judg- 
ment and ability; 

3. Accurate knowledge of inventory 
values; 

4. Care in the extension of credit and 
the catering to and development of cash 
sales; 

§. Up-to-date merchandise and the 
prompt disposal of slow moving goods; 

6. Proper care and neatness in display 
of merchandise; 

7. Under rather than over-buying; 

8. Acceptance of all discounts and 
prompt payment of all debts; 

' 9, Efficient employees and no “dead- 
heads,” 

10. Building up a reserve account in- 
vested in assets readily convertible into 
cash for use in the time of extraordinary 
need. 


The space allotted me for this dis- 
cussion has been used up and, yet, I 
have directly made scarcely any ref- 
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erence to the opportunity offered to 
credit organizations to assist in business 
recovery. However, much that I haye 
said that applies to the opportunity 
offered to the individual credit man ap- 
plies to organized groups of credit men, 
as well. As organized bodies of credit 
men, you may work steadily towards the 
maintenance and improvement of a code 
of ethics which will be bound to reflect 
favorably upon American credit policies 
and, finally, upon American business 
itself. As an organized body, you can 
work more successfully towards elim- 
ination of false statements made as a 
basis for credit; fraudulent failures; 
fake bankruptcies and other harmful 
and irregular practices, which are con- 
tinually coming to light in business 
operation. 

You can increase the facilities for the 
inter-change of reliable credit informa- 
tion; you can lead in the development 
of more intelligent credit extension poli- 
cies, policies which must include shorter 
crdit periods and more attractive prices 
in order that business in general may be 
more able to cope with the increasing 
tendency towards cash sales and chain 
store prices. You can work towards 
adoption of general policies to be used 
by the individual credit man in his ef- 
forts to render constructive service to 
his customer in his business operations; 
you can work towards increasing stand- 
ards in the skill, intelligence and com- 
mercial integrity of the credit man him- 
self. 

These are but a few of the things that 
you, as organized bodies, can do towards 
adjusting yourselves and American busi- 
ness to the ever-changing conditions 
and, thus, do your part in the general 
effort to assist in the recovery of 
business. 





















































































































the United States is accounted for 

in five ways, according to a study 

of 1,500 New Jersey and Boston 
cases undertaken by the Department of 
Commerce, the Yale Law School and the 
Institute of Human Relations of Yale 
University, and reported, from a recent 
issue of The Yale Law Journal by Pro- 
fessor William O. Douglas, visiting pro- 
fessor of law on the Sterling Foundation 
at Yale, in the N. Y. Herald-Tribune. 

The bankruptcies in New Jersey and 
Boston are declared to have been due 
chiefly to failure to keep books; specu- 
lation or gambling; contracting debts 
without, at the time, having reasonable 
grounds of expectation of being able to 
pay them; culpable neglect of business, 
and inability to meet claims for personal 
or property damage arising out of auto- 
mobile accidents. 

Gross extravagance, fraud and “‘exces- 
sive optimism” entered into the factors 
contributing to some of the bankrupt- 
cies, and “hopeless ignorance” was dis- 
covered in the cases of some who con- 
tracted to make payments on purchases 
in monthly amounts that exceeded their 
income. 

Professor Douglas points out that in 
this country, the court has only one of 
two alternatives in dealing with dis- 
charges from bankruptcy—to grant or 
to refuse. In England, the court may 
refuse the discharge; grant it condi- 
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tionally or unconditionally or suspend 
the discharge for an indefinite period as 
it thinks proper. Data taken from the 
annual reports of the Board of Trade 
of that country for the years 1924-’29 
show that 5,520 discharges were dis- 
posed of finally. Of these, 140 (2.7 
per cent) were granted; 157 (2.8 per 
cent) were refused; 1,268 (22.9 per 
cent) were conditional discharges, and 
3,955 (71.6 per cent) were suspended. 
Data showing the disposition of cases 
under the discharge section of the bank- 
ruptcy act in this country are not avail- 
able, the report says, but a preliminary 
announcement of a recent study by the 
Department of Justice shows that in 
cases filed between September 1, 1926, 
and March 1, 1929, 85,252 bankrupts 
were granted a discharge, and 776 were 
denied a discharge. In the cases closed 
during the fiscal year ended June 30, 
1930, approximately 319 (non-corpo- 
rate) were denied a discharge. About 
98 per cent of the mercantile bankrupts 
who asked for a discharge were granted 
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Bankruptcy 


it. In case of non-mercantile bankrupts 
99'% per cent received the discharge. 
In wage-earner cases only .004 per cent 
were denied the discharge. 

“The criticism frequently has been 
made that discharges are granted all too 
freely,” Professor Douglas says. “Defects 
in the present statute have been made 
apparent. The opposition to a discharge 
is a matter of private initiative of the 
creditors and their lethargy is notorious. 
If there is no opposition the court has 
no discretion but to grant the discharge. 
Certainly it seems clear that additional 
supervision over the dispensing of dis- 
charges is needed.” 

Many bankrupts failed to keep proper 
records, the report shows. 

“The importance to business man- 
agement of adequate accounting rec- 
ords cannot be denied,” Professor Doug- 
las says. “The use of an adequate ac- 
counting system not only provides the 
manager with an accurate survey of the 
past but enables him to evaluate the in- 
fluence of various factors upon the fu- 
ture course of the business. With this 
source of data he can undertake to elim- 
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inate or minimize unfavorable factors 
and encourage or foster favorable ones. 
This use is most sharply outlined in the 
control of expenses. In case of an un- 
profitable or nearly unprofitable busi- 
ness it is the vital one. It is obvious 
that the presence of even the best of 
accounting systems does not assure 
either its proper use or the success of 
the business. On the other hand, the 
presence of an adequate one may be as- 
sumed to be an earmark of progressive 
and efficient management. Conversely 
the presence of an inadequate system or 
the absence of any system (while per- 
haps not being an unmistakable earmark 
of failure) would seem to be indicative 
of the absence of a management neces- 
sary to ensure success. 

“The presence of adequate accounting 
records is likewise of great importance 
from the viewpoint of bankruptcy ad- 
ministration. Without them fraudulent 
practices become even more difficult to 
detect; the opportunities for success- 
fully concealing and diverting assets 
increase. 

“Out of a total of 868 bankrupts— 
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Creditors at time of failure of 476 business establishments in New Jersey in 1929-30 
(excluding mortgages on real estate and liabilities incurred by indorsing notes 


for others) 
















bookkeeping 


all of whom according to accepted 
standards of prudent management 
should have kept books—only 24.8 per 
cent kept adequate systems. Almost a 
third (32.4 per cent) kept no account- 
ing records whatsoever. As seen from 
tables the wholesalers and manufactur- 
ers rated highest, but even they fell far 
short of accepted standards for modern 
enterprise. 

“The Boston and New Jersey cases 
were very much alike in this regard, 
though in Boston a distinctly metro- 
politan mercantile group was studied, 
while in New Jersey the cases came 
from all over the state, from small as 
well as large, from rural as well as urban 
centers. Statistics for other districts 
are not available. If those conditions 
are representative, we are witnessing in 
this country an avalanche of failing 
businesses which their owners were pre- 
sumably never in a position to under- 
stand or to control intelligently and 
which come into bankruptcy with but 
few aids to those whose task it is to col- 
lect assets. 


It is very questionable if this species 
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of uncontrolled enterprise should be al- 
lowed. The activities of commercial 
houses, of agencies of the government 
and of educational institutions, as well 
as the increasing professionalization of 
accountants, have not only made knowl- 
edge of accounting practice (and the- 
ory) easily available, but have resulted 
in the preparation of simple and prac- 
tical systems of accounting. But the 
educational program of these various 
agencies has far to go. Though the sit- 
uation is an ideal one for creditor con- 
trol, too many of them are competing 
for business. As a result, the type of 
supervision and regulation that they 
might furnish tends to be absent. 
“Meanwhile, the only regulatory pro- 
vision is contained in Section 14 of the 
bankruptcy act, set forth above, pro- 
viding that the court shall grant a dis- 
charge unless the bankrupt has ‘failed 
to keep books of account, or records, 
from which his financial condition and 
business transaction might be ascer- 
tained; unless the court deem such fail- 
ure or acts to have been justified under 
all the circumstances of the case.’ As 
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Sources of capital at organization of 420 business establishments which ended 
in failure in New Jersey in 1929-30 


pointed out above, the lethargy of credi- 
tors in opposing a discharge is notorious. 
As a result, extremely few discharges are 
denied. How many are actually denied 
because of the failure to keep books is 
not known; but if the cases of fraud 
were eliminated the number probably 
would be infinitesimal.” 

The English provision in this case not 
only gives the court discretion to refuse, 
suspend, or grant, conditionally or un- 
conditionally the discharge in case the 
bankrupt has omitted proper books of 
account within three years immediately 
preceding his bankruptcy, but also im- 
poses a criminal penalty for failure to 
do so. Twenty-two per cent of the con- 
victions for bankruptcy offenses in that 
country during the years 1924-’29 were 
for failure to keep proper accounts. 

“If the bankruptcy act of this coun- 
try was amended so as to provide for 
greater supervision of the discharge and 
to cease depending solely on the initia- 
tive of paralyzed creditors, doubtless 
great improvement would follow,” Pro- 
fessor Douglas says. 

“But even so, it would seem better 
to strengthen the provision along the 
lines of the English statute and vest in 
those who are dispensing discharges dis- 
cretion to grant, conditionally or un- 
conditionally, suspend or deny them in 
case such proper books of account are 
not kept. This would abolish the neces- 
sity of grouping all cases categorically 
into two classes and of denying dis- 
charges to one and granting them to the 
other. Consequently all degrees of cul- 
pability would be recognized, the in- 
between cases would be provided for 
and finer adjustments to the require- 
ments of individual cases could be made. 
Such provisions theoretically would ap- 
ply an effective deterrent to unbusiness- 


‘like practices presently prevailing. In- 


come tax laws have gone a long way 
toward forcing business men to order 
their affairs more efficiently. The bank- 
ruptcy act might be made to perform 
a similar function. 

“The theory of freedom of oppor- 
tunity which has prevailed in this 
country has resulted in a minimum of 
government interference’ in strictly 
private enterprise. Denial of dis- 
charges in bankruptcy has _ been 
guarded seriously in the interest of 
hard-pressed debtors who desire a new 
lease on life. The fact that this is a 
country with large natural resources 
has led to the (Continued on page 38) 
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Nation-wide collection and sales conditions 


What they are at present 


The outlook for the near future 


MENT offers its regular monthly 
survey of collections and sales 
conditions. It is based upon 
reports from large cities throughout 
the country that are trade centers 
for their surrounding areas. The re- 
ports are the results of the daily ex- 
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manufacturing concerns operating from 
these trading centers. The two ques- 
tions “Are people buying?” and “Are 
they paying?” are perhaps the most di- 
rect and immediate reflection of daily 
business conditions in the country.” 
These reports have been tabulated so 
that you may see at a glance how con- 


each state, also what cities report a con 
dition of “Good, Fair or Slow.” At the 
end of this summary you will find valu- 
able explanatory comments that have 
been sent in to CREDIT AND FINANCIAL 
MANAGEMENT. These additional com- 
ments may be pertinent to your inter- 
pretation of collection conditions and 


perience of the leading wholesaling and 





State 


Phoenix 


Ft. Smith 
Little Rock 


Los Angeles 
Oakland 

San Diego 
San Francisco 


Denver 
Pueblo 
Bridgeport 
Hartford 
New Haven 
Waterbury 


Washington 
Jacksonville 
Tampa 
Atlanta 
Macon 

Boise 

Peoria 
Quincy 
Springfield 
Evansville 
Ft. Wayne 
Indianapolis 
South Bend 
Terre Haute 
Burlington 
Cedar Rapids 
Davenport 
Des Moines 
Ottumwa 
Sioux City 
Wichita 
Lexington 
New Orleans 
Shreveport 
Baltimore 


Boston 
Springfield 
Worcester 


Detroit 
Flint 


Collections 


ditions are reported in various cities in 


Sales 


Grand Rapids 
Jackson 
Kalamazoo 
Lansing 
Saginaw 


Duluth 
Minneapolis 
St. Paul 
Billings 
Great Falls 
Helena 


Kansas City 
St. Louis 


Omaha 
Newark 


Albany 
Binghamton 
Brooklyn 
Buffalo 
Elmira 

New York 
Rochester 
Syracuse 
Utica 


Charlotte 
Cincinnati 
Cleveland 
Toledo 
Youngstown 


Oklahoma City 
Tulsa 
Portland 
Allentown 
Altoona 
Harrisburg 
Johnstown 
New Castle 
Uniontown 
Wilkes-Barre 
Providence 


Sioux Falls 


Chattanooga 
Memphis 


Austin 


sales conditions in the Cities 


Collections 
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State City 





Tex. Dallas 
El Paso 
Ft. Worth 
Houston 
Waco 
Wichita Falls 


Utah Salt Lake City 
Va. Bristol 


Lynchburg 
Norfolk 
Richmond 


Roanoke 
Wash. Bellingham 


Collections 


Fair 
Slow 
Good 
Fair 
Slow 
Fair 
Slow 
Fair 
Slow 
Fair 
Fair 
Fair 
Slow 


Sales 





Fair 
Slow 
Slow 
Fair 
Fair 
Fair 
Slow 
Fair 
Slow 
Fair 
Fair 
Slow 


Slow 


State City 

Wash. Seattle 
Spokane 
Tacoma 

W. Va. Bluefield 
Charleston 
Clarksburg 
Parkersburg 
Wheeling 

Wis. Fond du Lac 
Green Bay 
Milwaukee 
Oshkosh 

Terr. of | Honolulu 

Hawaii 


Collections Sales 
Fair Slow 
Slow Slow 
Fair Fair 
Slow Slow 
Slow Fair 
Slow Fair 
Slow Fair 
Slow Slow 
Slow Slow 
Slow Slow 
Slow Slow 
Slow Slow 
Slow Slow 








a Comments on collections and sales 


ARIZONA: Failure 


couraging. 

ARKANSAS: Ft. Smith 
reports that collections 
will probably be acceler- 
ated for the next two or 
three weeks by the straw- 
berry crop which is just 
now beginning to ripen, 
and an excellent crop is 
predicted. A pick-up in 
sales is also expected. 

CALIFORNIA: Collec- 
tions in San Diego are fair 
and sales have dropped off 
as compared with previous 
months. 

COLORADO: Collec- 
tions and sales in Denver 
are very quiet. 


CONNECTICUT: Col- 
lections in Bridgeport 
still continue slow and 
sales have decreased some- 
what. Conditions in New 
Haven still continue slow. 
Waterbury reports collec- 
tions followed method- 
ically and persistently 
yield small payments and 
sales respond only to 
Price appeal, 

FLORIDA: ‘There is 
Practically no change in 
conditions in Jacksonville 
since last month. Tampa’s 
outlook is very bright, re- 
Porting collections hold- 
ing up very well and sales 
Very good. 

GEORGIA: There is a 


another 
chain of four banks in Phoenix is doing 
much to upset conditions in several 
mining towns, also affecting conditions 
in Yuma County, an agricultural dis- 
trict. The present outlook is very dis- 


Changes since last month's survey 


State 


California 
Colorado 


Connecticut 


Florida 
Illinois 

Indiana 
Iowa 


Massachusetts 


Michigan 
Minnesota 


Montana 


Nebraska 
New Jersey 
New York 


Ohio 
Oklahoma 
Pennsylvania 
Texas 


Virginia 


Washington 
West Virginia 


Wisconsin 





City 
Oakland 
Denver 
New Haven 
Waterbury 
Tampa 
Springfield 
Evansville 
Sioux City 
Springfield 
Worcester 
Jackson 
Duluth 
Billings 
Great Falls 
Helena 


*Omaha 


Newark 
Albany 
New York 
Cincinnati 
Tulsa 
Allentown 
Fort Worth 
Wichita Falls 
Norfolk 
Roanoke 
Spokane 
Clarksburg 
Charleston 
Parkersburg 
Wheeling 
Milwaukee 


slight improvement in sales in Atlanta 
and collections are fair. 
INDIANA: Evansville informs us 
that there has been a noticeable pick-up 
in sales and collections over last month. 
KANSAS: There has been slight im- 


provement in collections and sales in 


Collections 


Fair to Slow 


Fair to Slow 


Fair to Slow 


Good to Fair 


Good to Slow 


Fair to Slow 


Slow to Fair 


Slow to Fair 
Slow to Fair 


Slow to Fair 


Fair to Slow 


Fair to Slow 


Slow to Fair 
Slow to Fair 
Fair to Slow 


Fair to Slow 


Fair to Slow 


Fair to Slow 





Sales 


Fair to Slow 
Fair to Slow 


Fair to Slow 


Fair to Good 
Slow to Fair 
Fair to Slow 
Slow to Fair 
Slow to Good 


Fair to Slow 


Fair to Slow 
Fair to Slow 
Fair to Slow 
Slow to Fair 
Slow to Fair 
Fair to Slow 
Slow to Fair 
Slow to Fair 


Slow to Fair 


Fair to Slow 
Fair to Slow 
Slow to Fair 


Slow to Fair 


Slow to Fair 
Slow to Fair 
Fair to Slow 


Fair to Slow 


conditions a 


Wichita. 
LOUISIANA: 
operations in Shreveport are progressing 
satisfactorily, the authorities in this 
section do not expect any immediate 
pick-up in collections and sales. 


MASSACHUSETTS: Springfield re- 


Although farming 


ports sales very good. There 
seems to be quite an im- 
provement in trade, which 
is creating optimism and 
the tone is certainly 
brighter. However, col- 
lections have dropped off. 
Collections in Worcester 
are fair, but sales have 
slumped sharply during 
the past month. 

MICHIGAN: Detroit 
furnishes us with the re- 
port that people are try- 
ing to pay. However, a 
noticeable increase in fail- 
ures is expected during the 
next few months. Prices 
have been steadily drop- 
ping, which creates stag- 
nation. One chain of res- 
taurants now advertises 
two eggs, toast and coffee 
for ten cents. Conditions 
in Jackson are dull, al- 
though some of the needle 
concerns have experienced 
a slight improvement in 
sales. 


MINNESOTA: Collec- 
tions and sales in Duluth 
have improved slightly. 
Minneapolis has reported a 
seasonal improvement in 
collections during the past 
month. However, eleven 
out of seventeen represen- 
tative firms stated that 
Collections (Cont. on p. 40) 
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Gentlemen: 


PAST DUE ACCOUNT 


“This month's collection letter’ 


$22.98. 


It is axiomatic that when one’s head itches, he 
has it and when one’s hand itches, he is going to 


get it. 


Our head doesn’t itch but our hand does 


and we know it’s your remittance we are going to 
get by the 7th, that causes the hand to itch. The 
receipt of your check will immediately stop the 
palm itch and start the scalp itch. However, our 
creditors’ palms are itching, too, for the want of 
our check, which they will get as soon as we get 


yours, thereby stopping the scalp itch. 

Let’s do a little massaging of palms all the way 
down the line and relieve the sufferers from this 
itch of palms for the want of checks covering past 
due balances. We are willing to do our share. 
Of course you are, and by the 7th of 


Are you? 
March, too. 


Yours very truly, 


MONCRIEF-LENOIR MFG. COMPANY, 


@ This month’s collection letter, which 
is the contribution of Percy Menking, 
Credit Manager of the Moncrief-Lenoir 
Manufacturing Company of Houston, 
Texas, is one of the whimsical types of 
collection letters that often do valiant 
service in “raking-in” outstanding dol- 
lars. 

The comments which Mr. Menking 
adds in the letter which accompanies 
this month’s selection, show that he has 
been having fine success with this par- 
ticular epistle. 

His letter to us reads as follows: “We 
are enclosing a copy of a letter which 
brought unusual results during this 
month. It perhaps lacks the loftiness 
that many companies wish their collec- 
tion letters to contain; however, as 
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PERRY MENKING, 
Credit Manager. 







stated above, the results it brought far 
exceeded our expectations. They are so 
gratifying that we intend using it more 
extensively in subsequent months on 
such accounts, of course, as it has not 
heretofore been used.” 

Only one point of criticism may be 
levied against this letter, and this point 
is, to some extent, a matter of choice. 
Starting the letter with a note concern- 
ing the amount owing, such as this let- 
ter uses, may cause a more-than-usual 
negative feeling to be aroused—and that 
is not a stimulant towards payment, as 
is too well known! 

A complete series of individual num- 


CREDIT and FINANCIAL MANAGEMENT 


We present our regular “this 
month's collection letter". It 
is unique and effective and an 
example of good collection 
letter thinking. 


What the country needs is 
more good collection letters. 
Their importance in helping 
pull business out of a depres- 
sion and then keeping it out is 
greatly underestimated. There 
is no short cut to profits as 
certain as collection letters 
that do their job. 


Send us your best and favor- 
ite collection letter. for our 
“collection of collection let- 
ters" which we are gathering 
for readers of CREDIT 
and FINANCIAL MANAGE- 
MENT. 


bers of the collection letters which 
have appeared in CREDIT AND FINAN- 
CIAL MANAGEMENT is available upon 
application to Miss Mary V. Larkin, 
Manager, Collection Letter Depart- 
ment, CREDIT AND FINANCIAL MAN- 
AGEMENT, One Park Avenue, New 
York. 


JUNE, 1932 
































The new Burroughs Typewriter Bookkeeping Machine with 
multiple totals completes several related records at the same time 
and accumulates a large number of totals. Distribution, with or 
without ledger posting, is easily and quickly accomplished. 


SALES JOURNAL 


ALL THE TOTALS 


Consider the many jobs in your own business for this new 
Burroughs Typewriter Bookkeeping Machine which lists items 
for each of many classifications either in one column or in 
separate columns . . . automatically accumulates and prints a 
total of each classification as well as a grand total of all classi- 
fications . . . and does this work, if desired, while posting 
several other related records in the same operation. 


These and other special Burroughs features—many of them 
automatic—make this new Burroughs exceptionally fast, 
simple, and easy to operate. Its wide range of usefulness makes 


it an unusually economical investment for any line of business. 


For a demonstration, telephone the local Burroughs office. 


Burroughs 





When writing to Burroughs please mention Credit & Financial Management 





AUTOMATICALLY ACCUMULATED WHILE POSTING 


BURROUGHS ADDING MACHINE COMPANY, 6166 SECOND BLVD., DETROIT, MICH. 
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Paging 


the new books 


Reviews of the important 
beoks on business, to aid 
executives whose read- 


ing hours are limited. 
This month's 
= business book 

e 
BUSINESS LOOKS AT THE UN- 

FORESEEN. Wallace Brett Donham. 

McGraw Hill Company, Inc., N. Y. 

$2.50. 

In the summer of 1931 Dean Don- 
ham of the Harvard School of Busi- 
ness Administration contributed to cur- 
rent economic thought, “Business 
Adrift”. In his new book, “Business 
Looks at the Unforeseen”, Mr. Donham 
carries us several mental leagues ahead 
in his interpretations of plans and pro- 
grams for the balancing of national and 
international economic conditions. 

The dean’s new volume is divided into 
two sections: (1) A theory of adjust- 
ment and (2) current problems and 
plans. He predicates his recommenda- 
tions upon the fact that our present 
methods of meeting recurring economic 
debacles are wholly inadequate. He con- 
tends that we need a theory of adjust- 
ment to changing conditions fully as 
much as we need a theory of foresight. 

It is the underlying theme of his 
thesis that we must evolve economic 
mechanisms which will enable a demo- 
cratic society to overcome or largely 
nullify the recurring phenomena of 
business depressions. 

In a thoroughly fascinating manner 
he compares economic evolution to or- 
ganic evolution. He states the five 
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successful methods which nature has 
used in working out organic evolution 
and then selects comparative and paral- 
lel methods which society must use in 
working out successful economic evo- 
lution. Through this comparative pro- 
cedure, Dean Donham does much to 
clarify and particularize the general and 
theoretical cures and. remedies which 
have been advanced during the past two 
years. 

The 71 pages of Section One provide 
a necessary background for the specific 
analysis of current problems and plans 
to which Section Two is devoted. Dean 
Donham makes the blunt statement 
that “there is no more important prob- 
lem than the restoration of most do- 
mestic prices to their 1925 level.” As 
a starting point in his study of existing 
conditions, he has chosen “the lost cus- 
tomers of American business”, proceed- 
ing to show who they are and why 
they have ceased to be customers. He 
uses the group subdivision of (a) for- 
eign customers (b) domestic custom- 
ers. He further subdivides these two 
basic groups and analyzes the multitu- 
dinous effects of the lost purchasing 
power represented by these groups upon 
national and international business. He 
emphasizes the need for introducing 
new purchasing power and indicates 
how this process may be evolved. Dur- 
ing this discussion, he takes up such 
subjects as the rise of German compe- 
tition, changes caused by the war, over- 
production, the doctrine of national 
specialization, concentration on home 
markets, unemplyment and the dole, 
danger of luxury taxes, the debt bur- 
den, tight credit, international price 
levels, and the foreign situation. 

Chapter Two of the second section 
is devoted to an analysis of various 
plans which have been presented for 
solving our economic difficulties. In 
less than 50 pages, the author presents 
a thoughtful analysis which every busi- 
ness man should read on The Chase 
Plan, The Soule Plan, The American 
Federation of Labor Plan, The Swope 
Plan, Federal Trade Commission super- 
vision, and the President’s Plan with 
the various considerations which it in- 
volves. 

Throughout his entire book, Dean 
Donham presents a strong case for the 
future importance of business associa- 
tions. I believe that every executive 
who reads this book will be more con- 
vinced than ever that he cannot afford 
to remain outside his trade or profes- 
sional organization. Mr. Donham says, 
“It is a duty of leaders to divide their 
time and responsibility between their 











particular companies and the broad so- 
cial and economic implications of busi- 
ness.” 

—CHESTER H. McCALt. 


Impartial history 


THE UNITED STATES IN 
WORLD AFFAIRS. Walter Lippmann 
in collaboration with W. O. Scroggs. 
Harper & Bros., N. Y. $3.00. 

Sponsored by the Council on Foreign 
Relations, written by Walter Lippmann 
and W. O. Scroggs, two former editorial 
writers of the deceased New York 
World, this new approach to an under- 
standing of world affairs from the view- 
point of America’s diplomatic position, 
is one of the ablest books of the year. 
“The United States in World Affairs” 
is a book of sweeping range. It accounts 
for every strand in the economic knot 
that has tied up the affairs of our indus- 
trial world awaiting an economic 
Alexander to cut it asunder. 

That the collaborators of this volume 
do not reach a solution as to the un- 
raveling of this knot is not a fault of 
their efforts. Unlike most economic 
tomes of recent months, “The United 
States in World Affairs” does not try to 
present a solution or even build a case 
for presentation, pro or con. 

Wisely, the Messrs. Lippmann and 
Scroggs trace the growing international 
policy of these forty-eight states during 
the depression years; their work being a 
vast panorama of the course of human 
events between the respective openings 
of Congress in December, 1930, and 
December, 1931. Here the breathless 
rush and the wide scope of world affairs 
is realized to a fullness that is remark- 
able, granting a perspective of the past 
year that no amount of diligent daily 
digging in our up-to-the-second news 
journals can supply. 

—Paut Haase. 


Credit and sales 


CREDIT DEPARTMENT SALES- 
MANSHIP, By John T. Bartlett and 
Charles M. Reed. Harper & Brothers, 
N. Y. 

Another of the Harper Business Books, 
up to the usual high standard, written 
by the authors of “Retail Credit Prac- 
tice.” It is stated to be the first text 
showing how the credit department can 
handle in a salesmanship way the con- 
tacts, situations and opportunities aris- 
ing from credit-selling. Credit, in this 
volume, is treated more as a science of 
enhancing sales than a device for keep- 
ing bad-debt losses down. 

Written for retail credit executives, 
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devoted principally to retail credit sit- 
uations, the authors’ principles may be 
applied to any business selling goods on 
a credit basis. The pages are almost en- 
tirely devoid of discussion and theory, 
being restricted to actual examples of 
successful practice. A set of test ques- 
tions at the end of each chapter is a 
stimulating feature. 

Especially interesting and valuable are 
two chapters devoted to “collection 
salesmanship” by personal contact and 
by letter. Every credit executive who 
reads this book will acquire a new ap- 
preciation of the many ways his duties 
can be made to contribute to really in- 
telligent sales promotion. 

—A. L. Bircu. 


Among those present: 


BUSINESS LAW. Thomas Conyng- 
ton. Ronald Press Co., N. Y. $6.00.— 
A very comprehensive and valuable 
manual of business law, together with 
100 legal forms. This third revised edi- 
tion covers contracts, sales and agency 
negotiable instruments, insurance, wills 
and inheritances. 


LIQUEFIED WEALTH. H. C. Cut- 
ting. Pub. by H. C. Cutting, Oakland, 
California. $2.00.— An impassioned 
presentation of the publisher’s own ideas 
on a cure for financial racketeering, 
with an Emancipation Proclamation and 
declaration of Economic Independence 
in the back of the book ready for sig- 


natures. 


THE FAIR RATE OF RETURN IN 
PUBLIC UTILITY REGULATION. 
By Nelson L. Smith. Houghton Mifflin 
Company, N. Y. $3.00.—With present 
widespread interest in “The Utilities,” 
this is a timely tome on their control. 


It says here that the Eskimos use fish- 
hooks for money. 

Gee! It must be tough on their wives 
getting fish-hooks out of hubby’s 


‘pockets while he’s sleeping. 


Oh, well, dear, the nights are six 
months long up there. 


I see that tips are forbidden here. 
Lor bless yer’ mum, so was the apples 
in the Garden of Eden. 
—Smith’s Weekly 


Press on to Detroit! 
N.A.C.M. Convention—June 20 to 24 


Cancel the 
y, war debts?—"Nol" 
(Cont. from page 10) half dozen items in 
disturbing confidence at home. It has 
immensely added to the difficulties of 
the national government. We lost both 
ways—money from Europe, and a 10 or 
15 per cent. shrinkage in the market 
value of our own securities—totalling 
around a billion dollars. This decline in 
our 18 billions of federal securities 
threw a tremendous burden on our 
banks and life insurance companies, 
both in itself and in its reflex action on 
our municipal securities of some four- 
teen billion more, to say nothing of rail- 
road and industrial bonds. That $250,- 
000,000 has cost us a very pretty penny. 

What profiteth it a Yankee to save 
the world and lose his own roll? 

Of course, it may. be said that the 
payments would not have been made. 
But the evidence before the Ways and 
Means Committee is plain that France 
and Italy and probably England would 
have paid,—perhaps others. 

We talk of cancellation of debts. We 
cannot cancel the debts. All that we 
can cancel is our assets. We can shift 
the debt from the back of Europe to 
our own backs, but the debts remain. 
European governments owe this govern- 
ment. This government owes the same 
debt to the holders of our Liberty bonds. 
If Europe does not pay Uncle Sam, the 
American taxpayer must. When men 
talk about “wiping out the war debt” 
do they suggest that this government 
repudiate the outstanding billions of 
Liberty bonds? 

We talk about being “wise creditors” 
and ‘“‘good neighbors”. Manifestly, in 
private affairs it sometimes happens that 
a creditor can tear up his debtor’s note. 
But this can profit the creditor only 
when he has a reserve against which to 
charge the debt. That is not true in 
the case of this government. The fact 
is that outside of a little cash, a few 
unsalable public buildings, some poor 
public lands (and the foreign debts due 
our Treasury) this government has no 
assets. Let us not overlook that simple, 
stark fact. The only real asset this gov- 
ernment has is its taxing power. That, 
and that alone finds buyers for its se- 
curities. The result is that any post- 
ponement or cancellation of intergov- 
ernmental obligations due us must be 
passed on to our taxpayers. There is 
no escape from that. It is as inevitable 
as the law of gravitation. 

Who is going to balance our budget? 
Are we to forgive (Continued on page 33) 





The Brilliance 
of 
Being Thorough 


@ A paste stone displayed 
on mirrors and_ cleverly 
lighted has more glitter than 
a real diamond. But it looks 
rather sick in the sunlight. 
Diamonds go in for thor- 
It takes a little 
time to make a flawless dia- 


mond—but it’s worth it. 


oughness. 


@ Our Sales Promotion and 
Advertising plans are sun- 
fast. They stand the most 
acid test of all—Economical 
Results. They are pre-tested 
to minimize your risk. They 
are founded on solid facts. 
Their brilliance lies in that 
creative touch which dra- 
matically emphasizes pro- 
saic facts to arouse consumer 
response. 


@ Oil Burners, Dry Cleaning 
Service, Technical Publica- 
tiens, Food Products, Cos- 
metics, Office Appliances— 
these are a few of the lines 
of business we successfully 
serve. 


@ And we especially wel- 
ceme the client who must 
carefully count his advertis- 
ing dollars (even his pennies). 


@ For consultation without 
obligation, address 


H. P. Preston 


and associates 
Sales and Advertising Counsel 


915 Broadway 
New York, N. Y. 


When writing to advertisers please mention Credit & Financial Management 








































































































































Cancel the 
y wer debts?—"'Yes'’ 


(Cont. from p.11) This shrinkage may be 
assumed to have been offset somewhat 
by the increase to Holland and the Scan- 
dinavian countries which, in all prob- 
ability, exported appreciable amounts 
of their purchases from us to Germany 
and her allies. 


According to a study by Albert Rath- 
bone, Assistant Secretary of the United 
States Treasury in charge of foreign 
loans and American financial adviser at 
the Paris Conference, the total net ad- 
vances to the Allied Governments 
amounted to $9,466,000,000; while 
their expenditures in the United States 
aggregated $13,741,000,000. In other 
words, not only was all the money ad- 
vanced to our Allies spent in this coun- 
try, but a sum of $4,275,000,000 over 
and above such expenditures. 

It is in these figures where lies, to a 
large extent, the secret of America’s rise 
to power. That our merchants and 
maagufacturers, our farmers and artisans, 
did not suffer as a result of these huge 
transactions with our Allies, may be 
seen from the spectacular rise in prac- 
tically every commodity and manufac- 
tured article which this country sold to 
its Allies. To select only one item— 
cotton—it is of interest to point out 
that the amount involved in the pur- 
chase of it in this country by the Allies 
was larger by about $800,000,000 than 
it would have been on the basis of 1913 
quotations. 

When the carnage was over, the three 
points which were emphasized during 
the early stages of the cataclysm were 
conveniently forgotten. Although the 
world was assured that we would end 
all wars, the Treaty of Versailles was a 
treaty of peace in name only. War con- 
tinued to be waged on all frontiers, and 
even today war is merrily going on, de- 
spite Japanese protests to the contrary. 
How we succeeded in making the world 
safe for democracy was best evidenced 
by what happened in a number of coun- 
tries, including Italy and Poland; Hun- 
gary and Greece; Spain and Portugal; 
Rumania and Bulgaria; to say nothing 
of the many Latin American republics. 

As to the principle of self-determina- 
tion of nations, it is sufficient to point 
out that the confusion was, in many 
respects, much greater than it had been 
before the war. Consult the Austrians 

in Tyrol; the Hungarians in Nagyvarad; 
the Germans in Sleswig; and the Lith- 
uanians in Vilna. 
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What it had taken centuries to create, 
the treaties of peace have managed to 
destroy within a relatively short period 


of time. St. Germain-en-Laye con- 
demned Austria to independence. It re- 
duced to a mere shadow of its former 
grandeur the proud Dual Monarchy. It 
reduced the population of a mighty em- 
pire of about 60,000,000 inhabitants, to 
a tiny state with only 6,500,000 people, 
of whom one-third reside in the capital. 

Trianon proved as disastrous to Hun- 
gary, as did St. Germain to Austria. The 
ancient Kingdom of St. Stephen was 
obliged to cede almost 72 per cent of 
its pre-war territory and about 62 per 
cent of its pre-war population to the 
neighboring countries of Rumania, Jugo- 
slavia, Czechoslovakia, Italy, and even 
Austria. Hungary lost her famous 
granaries in the Bachka and the Banat; 
18 of her 30 sugar refineries; a consider- 
able part of her coal; 80 per cent of her 
iron; and practically all her saline works. 


As a result of the treaty of Versailles, 
the Reich was reduced to an “arm.” 
Germany’s impoverishment was com- 
plete; the physical deterioration of her 
people most marked; her debt burden 
enormous; the meeting of her obliga- 
tions beyond the realms of possibility; 
her taxation most oppressive; her finance 
devoid of substance and security; her 
trade and industry at the lowest ebb. 
Her commercial edifice resembled a 
house of cards, needing only the slight- 
est shock to bring it to the ground. In 
short, Versailles spelled the bankruptty 
of Germany, not only financially, but 
physically and morally as well. 

Neuilly ended the war between Bul- 
garia and the Allies, depriving the coun- 
try of access to the Aegean Sea, and 
obliging her to make frontier recti- 
fications in favor of Serbia. 


The Treaty of Sevres resulted in the 
breaking up of the Old Ottoman Em- 
pire and the acquisition by Italy and the 
Balkan States of considerable portions 
of the territories which constituted pre- 
war Turkey. To these losses must be 
added the termination of the sovereignty 
which, up to the Great War, Turkey 
technically possessed over Cyprus and 
Egypt; and the cutting off from Turkey 
of the various states in Arabia, over 
which the Sultans had exercised su- 
zerainty. 


The status of the so-called victors 
was not very much better than that of 
the vanquished. Winning a war turned 
out to be quite different a proposition 


than what had been anticipated. Eng- . 


land found herself faced with an enor- 
mous debt; with millions of unem- 


ployed; with an excessive tax burden; 
declining trade; and a steadily falling 
exchange. Fallen was the estate of John 
Bull, once so rich and mighty. Gone 
was his glory. Critics likened him to 
Job, the classic sufferer, without how- 
ever admitting the probability of a re- 
turn of the favor from the Lord. 


Russia was seized by the Soviets, and 
the lot of the Russian was hardly better 
than it had been under the Romanoffs. 
France was in the throes of a financial 
and political crisis. Italy was on the 
verge of falling prey to Bolshevism, but 
found salvation in embracing the tenets 
of Fascism. The lesser powers vic- 
torious in the war, sought, and for a 
while found, salvation in the printing 
presses, flooding the world with so-called 
money. 


Such was the state of affairs in most 
European countries. A process of re- 
building was begun, and the United 
States. bankers cheerfully underwrote 
billions of dollars worth of loans, largely 
because there was a ready market for 
them. It is curious to observe that it 
was American capital which was instru- 
mental in bringing about the collapse of 
the Central Powers; and that it was also 
with American funds that Central Eu- 
rope was rebuilt. In other words, we 
first destroy, and then rebuild. A Con- 
tinental cynic points out that there is 
nothing unusual in this process, because 
there is a handsome commission in either 
case. 


And so it came to pass that, in ad- 
dition to the so-called political debts— 
that is, those arising from the war— 
nations were permitted to accumulate 
private debts far beyond their capacity 
to meet: In any event, the discharge 
of both inter-governmental loans and 
commercial credits became too great a 
burden. So long as it was possible to 
borrow, proceeds from the sale of new 
loans were employed to take care of al- 
ready existing obligations, but when the 
stream of gold ceased to flow, due to a 
peculiar situation which developed in 
the United States and which gave rise 
to the wildest speculative orgy which, 
has ever been witnessed or which is ever 
likely to be witnessed, debtor nations 
began to find it practically impossible to 
carry out all their financial engage- 
ments. 

When the boom collapsed, as it was 
bound to and was predicted rather freely 
by all except the so-called new school 
of economic thought, and a rather seri- 
ous depression set in, it was held that re- 
covery will depend, to a very large ex- 
tent, on whether creditor nations will 
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cancel, or, at least, drastically reduce the 
so-called political obligations. 

Many will contend that, in view of 
the relatively small amount involved, 
restoration of prosperity is not likely to 
follow immediately upon cancellation. 
Furthermore, the sums which some of 
the debtor countries expend for military 
purposes are very substantially in excess 
of their expenditure in connection with 
war debts. There is, however, one rather 
important difference in these two items. 
In the one case, payments are due abroad 
and foreign exchange is required to dis- 
charge obligations; while the other is 
largely an internal affair, and conse- 
quently a simple problem. Currency in- 
flation or currency devaluation affords 
a dependable, although in many in- 
stances, unpleasant remedy. In case, 
however, of debts which must be paid 
in real money, the problem is more com- 
plex, since inflation or any other eco- 
nomic device cannot discharge obliga- 
tions, and, unless the nations involved 
wish to have thrown against them the 
stigma of default or repudiation, debts 
have to be met. 

Whenever a situation arises where 
payments have to be made by a rela- 
tively large number of debtors to a 
rather restricted number of creditors, 
increasingly large payments turn out to 
be a heavy burden upon the debtors, 
without proportionately benefiting the 
creditor. The result of such conditions 
is almost invariably a serious disturb- 
ance of the economic equilibrium. 

The Napoleonic Wars and the period 
which followed afford an excellent ex- 
ample. Upon the cessation of hostilities, 
practically the whole of Europe was in- 
debted to its principal ally, Great Brit- 
ain. Realizing fully the economic tru- 
ism that inter-governmental obligations 
are distinctly different from private or 
commercial obligations, and, if dis- 
charged in full, inflict great harm upon 
those called on to make payment, with- 
out bringing the hoped-for blessings to 
those scheduled to receive payments, 
Great Britain cancelled most of the debt 
due her from her Continental allies. 

In the Great War of 1914-1918, the 
United States occupied a position sim- 
ilar to that held by England a century 
earlier. Not only did we extend credit 
on an unprecedented scale, as did Great 
Britain during the Napoleonic Wars, 
but, unlike Great Britain, we, at a huge 
profit to ourselves, sold enormous quan- 

tities of various supplies with the pro- 
ceeds from those credits which we 
granted. In other words, the money 
which we loaned stayed at home with 
us and every American benefited, as may 


be seen from the spectacular rise in com- 
modities, in wages and salaries at that 
time. 

The relation between prosperity and 
American investments abroad is of par- 
ticular significance: 

1. The wealth of the United States 
increased from $187,000,000,000 before 
the War, to $362,000,000,000 in 1929, 
a gain of more than 93 per cent. 

2. The national income increased dur- 
ing the same period from $32,000,000,- 
000 to $90,000,000,000, a gain of more 
than 181 per cent. 

3. Foreign commerce advanced from 
$4,200,000,000 to $9,600,000,000, an 
increase of well over 128 per cent. 

4. Government revenues rose from 
$735,000,000 to about $4,000,000,000, 
a gain of more than 444 per cent. 

5. Bank deposits advanced from $17,- 
275,000,000 to $53,158,000,000, an in- 
crease of almost 230 per cent. 

6. Insurance in force gained substan- 
tially more than $72,000,000,000, ad- 
vancing from $22,800,000,000 to $95,- 
206,000,000, or more than 317 per cent. 

7. The stock of gold was officially re- 
ported at $1,871,000,000 prior to the 
War. In 1929, it stood at $4,324,000,- 
000, a gain of more than 122 per cent. 

8. Wages and salaries paid by manu- 
facturing establishments rose from $5,- 
300,000,000 in 1914, to $14,200,000,- 
000 in 1929, an advance of about 168 
per cent. 

Even though account is taken of the 
change in the purchasing power of the 
dollar, the balance is still decidedly in 
our favor. 

Europe thas been paying her debts to 
us promptly and faithfully—that is, in 
accordance with the terms of the fund- 
ing arrangements. We have been add- 
ing steadily to our already huge stock of 
gold, with the result that, today, we 
have more than a third of the total avail- 
able supply of the yellow metal. Gold, 
however, has little if any use unless it 
forms the basis of credits; and Europe, 
with the exception of France, having 
been drained of the little gold she had, 
is seeing her credit standing steadily re- 
duced, with the result that the United 
States is not in a position to employ the 
gold which she possesses, constructively 
and productively. 

Having defeated Germany, the Allies 
naively believed that the erstwhile Ger- 
man Empire would pay their debts to 
the United States, and more. Germany, 
having no choice, was obliged to pay. 
Lacking gold and being burdened. with 
a large import surplus, it was difficult, 
if not impossible, to meet the demands 


made by the Allies by virtue of the va- 
rious treaties and agreements. Wishing 
to be saved the stigma of default, Ger- 
many took recourse to the printing 
press. She printed paper and sold it for 
whatever it would fetch. Curious 
though it may seem, the very creditors 
of Germany were the heaviest buyers of 
Germany’s “money.” ‘The amount “in- 
vested” by the United States in various 
forms of German “money” has been 
estimated conservatively at between two 
and two and one-half billions of dol- 
lars. 

When the cost of printing exceeded 
the receipts therefor, German payments 
ceased. Germany was bankrupt. Eco- 
nomic bankruptcy resulted in political 
and moral bankruptcy. A nation of 
65,000,000 inhabitants threatened to 
disappear. The rest of the world could 
not stand such a loss. Germany had to 
be rehabilitated. The motives were not 
merely humanitarian. They were dis- 
tinctly altruistic. Nations are like 
Siamese twins: Prosperity in one section 
is unthinkable if complete chaos reigns 
in the neighboring state. 

The recovery was brought about by 
what is known as the Dawes Plan. A 
new schedule of payment was worked 
out, and,Germany was furnished funds 
necessary to meet her obligations. An- 
alysis shows, curiously enough, that dur- 
ing the four years in which the 
Dawes Plan was in operation—that is, 
from September 1, 1924 to August 31, 
1928—Germany borrowed about $1.84 
for every dollar she paid out on account 
of reparations. The principal bene- 
ficiary in Europe was France, and she, 
too, began to add to her stock of gold, 
with the result that the gold holdings 
of the Banque de France have reached a 
figure materially above the legitimate 
needs of the French nation. And, since 
Germany was not merely borrowing 
from Peter to pay Paul, but was bor- 
rowing from Peter to pay Peter, the 
lenders realized the futility of continu- 
ing the Dawes Plan, although it had 
worked “successfully.” 

A new plan was worked out, known 
as the Young Plan and, although of rela- 
tively recent origin, it soon began to 
show signs of old age. The collapse of 
the market for fixed income-bearing se- 
curities resulted in the cessation of loans 
to Germany. The creditors of the lat- 
ter grew alarmed. Short term credits 
had to be renewed, not by choice, but 
by necessity. 

Will Germany be given a new plan, 
or will the interested governments call 
a new conference (Continued on page 37) 
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| wholly disapprove of 
what you say and will 
defend to the death 


your right to say it.— 
Voltaire to Helvetius 


Monthly 


statements 


Dear Sir: 

Mr. Kase and other credit men have 
expressed their many views as to the 
advisability of sending monthly state- 
ments to their customers. The outstand- 
ing question seems to be, “Are monthly 
statements a necessary evil, or are they 
worthwhile as aids to collection?” 

Most every company is aware that a 
large percentage of their statements is 
sent directly to the wastebasket. How- 
ever, as this statement can be made to 
attract, or remind the customer of his 
indebtedness, there is no doubt that the 
purpose has been accomplished. 

It has been the practice of our com- 
pany to send statements regularly to the 
customer at the end of each month. 
However, we endeavor to make the 
statement something more than just 
merely a “statement.” In some cases, a 
quotation of a new type merchandise is 
shown on the statement, or possibly a 
news item about the industry, of in- 
terest to everyone. Other items, various 
stickers, news bulletins, etc., are in- 
serted in the envelope. 

The system or method of making up 
these statements must also be considered, 
as well as the usefulness of extra copies. 
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Most companies have combination ac- 
counts receivable and ledger posting ma- 
chines, where the statements are posted 
in as many copies as needed by the col- 
lation of carbon paper, without extra 
labor cost. These copies are sent to the 
salesmen, thereby keeping them advised 
as to the condition of the customers’ 
accounts in their territories. The cost 
of mailing statements is somewhat ab- 
sorbed by enclosing advertising litera- 
ture which, ordinarily, would have re- 
quired separate mailings. 

If it is necessary to make up a state- 
ment independently at the end of each 
month, summarizing the transactions, 
the work involved is tremendous, but 
because of the method we use and the 
purpose that this statement serves, we 
feel that there is no extra expense in- 
volved. 

It has also been our experience that 
these statements are really a stimulant 
to collection, and we shall, therefor, 
continue to use them until a more prac- 
tical method is available. 

Very truly yours, 
E. J. Hocksrap. 


Approved 


Dear Sir: 


How picturesque is your editorial 
“Red Tennis Balls”! 

I have underlined the following ob- 
servations made by you, and thank you 
for stating the problem so clearly. 

“We forget that the world is kept in 
balance today by a credit economy and 
not a money economy.” 

“Business has not bothered to turn its 
attention to the submerged 73% of our 
population where an effective demand 
lies dormant and wasted. There are four 
million families in this great country of 
ours who have no bath tubs; thirteen 
million families who have no telephones. 
Our business leaders refuse to accept 
the fact that our problem is one of un- 
der-consumption and not over produc- 
tion.—not so much idle money as idle 
men and idle minds.—Mr. and Mrs. 
Consumer and Wage Earner who must 
pay one by one for the economic sins 
that our leaders commit by two and 
two.” 

The times cry aloud for leadership 
that will accept the necessity for future 
“credit economy” and imbued with the 
idea that our own internal development 
is paramount to all other economic fac- 
tors and depending upon the profitable 
employment of American labor. Amer- 
ican capital invested in foreign coun- 
tries for commodity production curtails 
home production, and if trade barriers 
are forcing such investment of capital, 


let the barriers be lowered and then 
provide for our own local consumption. 
Sincerely yours, 
T. E. REYNOLDs. 


"Chills down 
my spine” 
Dear Sir: 

I have always wondered who orig- 
inated the Modernistic-Futuristic illus- 
trations you have been using for some 
time. I am very glad to note in your 
last issue it is not quite so cluttered up 
with them as previous issues have been. 

Ever since reading some book that 
was literally covered with this type of 
drawings, written by some “damn fool” 
author I do not remember the name of, 
it has always given me cold chills and 
I have funny feelings running up and 
down my spine whenever I pick up any- 
thing along this line. 

I have not taken a great deal of in- 
terest in your publication since you took 
up this idea. I hope you soon get over 
it as I previously enjoyed reading the 
articles in it. 

Yours very truly, 
B. B. ARNETT, 
Eskew, Smith & Cannon, 
Charleston, W. Va. 


"King Log to 
King Stork" 


Dear Sir: 

In looking over the April number, I 
have been much interested. in the article 
on page 16 — “Bankruptcy’s New 
Broom” and the article on page 18— 
“Government Business and Government 
in Business.” 

Do you know, I think there must be 
something in the Washington atmos- 
phere which seems naturally to tend 
toward more government employees for 
everything under the sun. And while, 
as the article states, the solicitor general 
and his aides had not shirked the duty 
of propounding a bill attacking bank- 
ruptcy evils, it seems to me they have 
tackled it in the usual way that gov- 
ernment officials can always be trusted 
to tackle it. 

The arrangement calls for ten ad- 
ministrators at $7,500—per year. Now 
no one who knows anything about poli- 
tics is so credulous as to believe that 
these ten jobs will not be given out on 
a political basis and that within two 
years the ten administrators will have 
forty assistants, eighty secretaries, and 
one hundred and sixty stenographers, 
and perhaps occupy half a floor in some 
government building. 

Examiners at $4,000—a year are 
pretty good federal plums and it is cer- 
tain that they will not be overlooked by 
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politicians, and if there are not at least 
five thousand examiners and assistants 
by the end of three years, it will be be- 
cause Congress has entirely ceased to 
function. 

As I see it, a “‘no asset” case will be 
just as much a “‘no asset” case after the 
appointment of several thousand gov- 
ernment officials as it is when it first 
goes into the bankruptcy court, and the 
increase to the federal payroll won’t 
make 10c difference to the creditors, 
and I think that this bankruptcy bill is 
exactly the thing that is referred to as: 
“The easier and weaker way of accept- 
ing this challenge is to turn it over to 
the government for solution. The more 
difficult but wiser way is for business 
to meet the problem.” 

To be sure, we all know that there 
has been bankruptcy fraud. There are 
grave difficulties in the enforcement of 
any rule of human conduct. Evasion 
of any law that does not coincide with 
someone’s real or fancied economic in- 
terest has been practiced ever since busi- 
ness has been done anywhere. Doubtless 
it will outlast your time and mine. But, 
to create several thousand federal sine- 
cures to the present tax burden will in 
the long run be a detriment to business 
rather than any real benefit to it. 

The remedy for bankruptcy evils, it 
seems to me, is the interest and educa- 
tion of those affected by it, and by that 
I mean—practically affected. 

The great avenues of approach to all 
these federal appropriations has been the 
cry that something or other affects our 
entire economic life, and doubtless this 
is true, but this is the time when we 
must relentlessly stamp out any enlarge- 
ment of federal bureaucracy. 

The fact that the proposed appoint- 
ments are to be made under civil service 
is not much of a protection because the 
veterans preference has weakened it, and 
ultimately, under the system proposed, 
the so-called “creditors organizations” 
would amount to merely a change from 
King Log to King Stork. 

—CnHarLes A. COLTON. 


Superlatively 

speaking 

The saddest words of tongue or pen? 
“It might have been,” a poet writ; 

But sadder far, within MY ken, 


Are “Balance Overdue—Remit!” 
Mary Frances PHELPs, in 
The N. Y. American. 


Press on to Detroit! 


N.A.C.M. Convention—June 20 to 24 


Cancel the 

war debts?—"Nol" 

(Cont. from page 29) the debts of the last 
war, so that Europe can prepare for the 
next? 

The question therefore is, shall the 
American taxpayer hold the bag for the 
American bondholder of European se- 
curities? Shall he further subsidize our 
overseas trade? These are the only al- 
leged benefits to us from cancellation. 
But can a nation lift itself by its boot- 
straps? Can we get rich by loaning 
money to Europe to buy our goods? 

I realize the tariff argument, the dif- 
ficulty of paying in gold. I do not de- 
fend the Hawley-Smoot tariff and the 
reprisals it provoked. That was another 
blunder by this administration. The 
way out is to reopen the channels of 
commerce by reciprocal trade agree- 
ment which will be profitable to both 
contracting parties. 

When opponents of cancellation or 
further moratoriums are accused of be- 
ing “‘isolationists”, let our international 
bankers first agree to cancel the Euro- 
pean bonds they hold. Have they done 
so? Will they do so? They would “‘iso- 


late” in the United ‘States the debts of 
Europe, and boast that THEY are not 
provincial. 

The equities of private obligations are 
not superior to public debts. They are, 
if anything, inferior. The public debts 
due us represent money procured by the 
sale “until it hurts” of Liberty bonds 
to finance a war in which we (as a gov- 
ernment) had no pecuniary interest and 
received no benefits. The private loans 
were made to make money. Naturally 
if the holder of the second mortgage on 
Europe can get the holder of the first 
mortgage to cancel, the second mort- 
gage is made more secure. 

Honest Injun, what more is there in 
the argument than that? 

If our international debtors reduced 
by 16 per cent. their preparations for 
the next war, they could pay their hon- 
est debts. Then we could reduce our 
own military and naval budgets. They 
would be no worse off. We would be 
better off. 

Whether Europe pays or not let us 
not tear up her notes. As long as they 
are in our hands, we have a powerful 
argument for the reduction, not the 
“limitation” of armament. We shall 
hold ace cards for world peace. 
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digest 


Inaugurated be- 
cause of the credit 
fraternity's close 
contact with the 
insurance field 
and need of infor- 
mation about it. 


Co-insurance 


\y explained 


The generally hazy idea which the 
agent and the purchaser of insurance 
have as to the meaning of the term “co- 
insurance” has made the topic one of 
considerable interest among members of 
the National Association of Insurance 
Agents, says the American Agency Bul- 
letin. At the Mid-Year Meeting in 
Cleveland the subject was discussed by 
Frank T. Priest of Wichita, National 
Councillor for Kansas, and various 
National Councillors participated in the 
debate regarding it. 

Recognizing the lack of understand- 
ing surrounding the term, the Insurance 
Board of Cleveland has issued a brochure 
entitled “An Explanation of the Co- 
insurance Clause—An Easily Under- 
stood Interpretation of a Commonly 
Misunderstood Insurance Practice.” 

Mr. Priest declared emphatically that 
the word “‘co-insurance” should be de- 
leted from the agent’s vocabulary, 
terming it misleading and confusing. 
He suggested substituting for it the ex- 
pression “reduced rate contribution 
clause.” Another suggestion was that it 
be called the “reduced rate average 
clause.” 

A. V. Patton of Jackson, Tennessee, 
said that in talking about co-insurance 
to merchants he says: “We will give you 
a wholesale rate for wholesale insur- 
ance.” 

Talking “wholesale” and “retail” was 


described by Mr. Priest as a good way 
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to mark the distinction and a way easy 
for the assured to understand. 

P. K. Weis, president of the Missouri 
Association, suggested that “insurance 
for value” be used instead of “co-in- 
surance.” 

Atwood L. Jenkins, National Coun- 
cillor for Indiana, related a case of an 
agent who had been in business for forty 
years. This agent said to him, “I have 
never had the nerve to ask any of my 
customers to stand 10, 15 or 20 per cent 
of their losses just to get a reduction in 
the rate.” 

“In trying to explain to a small buy- 
er,” Mr. Jenkins added, “who, someone 
has suggested doesn’t know what co- 
insurance really is, I like the name be- 
cause I usually refer to it more as a co- 
partnership proposition. In describing 
it, I tell him that is practically the posi- 
tion he takes, if he doesn’t carry the 
amount he has agreed to carry. It gets 
over to the little fellow usually on that 
kind of basis. I tell him if the other 
man takes the entire part and he has no 
part in the co-partnership, he has noth- 
ing to pay, but if he is short he takes 
the position of a co-partner, and it 
usually gets over.” 

John M. Hennessy of Louisville 
pointed out that real danger lay in the 
fact that unscrupulous agents will sell 
a man 50 per cent to value and give him 
80 per cent co-insurance credit in order 
to beat sensible and scrupulous com- 
petition. 

The leaflet issued by the Cleveland 
board quotes the clause as follows: 

“In consideration of the rate and/or 
form under which this policy is written, 
it is expressly stipulated and made a con- 
dition of this contract that the insured 
shall at all times maintain contributing 
insurance on each item of property in- 
sured by this policy to the extent of at 

% of the actual cash value 
at the time of the loss, and that failing 
to do so, the insured shall to the extent 
of such deficit bear his, her or their pro- 
portion of any loss.” 

The explanation of the clause is sub- 
joined. 

“The co-insurance clause is an agree- 
ment whereby the amount of insurance 
carried, at the time of any loss, shall be 
a definite proportion of the value of the 
property insured. 

“An advantage in rate, or form of 
contract, or both, is granted if the 
agreement is made a part of the policy, 
with a penalty involved if not complied 
with. The theory of the co-insurance 
clause is based on the fact that the great 
majority of fire losses are partial rather 
than total. 


The following examples illustrate the 
operation of the 80% co-insur- 
ance clause: 
Where insurance exceeding 80% of value 
is carried. 
Value of Property 
Insurance required 
Insurance carried 
Losses up to $9,000 
Where insurance to 80% of value is car- 
ried. 
Value of Property 
Insurance required 
Insurance carried 
Losses exceeding $8,000 
Face of Policy ($8,000) is paid. 
Losses up to $8,000 Paid in full. 
Where insurance to less than 80% of value 
is carried. 
Value of Property 
Insurance required 
Insurance carried 
Losses exceeding $8,000 
Face of policy ($5,000) is paid. 
Losses under $8,000 
Paid in the proportion that $5,000 
bears to $8,000, or 5% of the loss. 


$10,000 
8,000 


$10,000 


$10,000 


“It is apparent that the larger the 
amount of insurance carried on a given 
property, the smaller is the proportion 
of a partial loss that will be paid by each 
thousand dollars of insurance. If a 
building worth $10,000 is insured for 
$2,000 each in two companies, a total 
of $4,000, and an $800 loss occurs, each 
company must pay $400; but if insured 
for $8,000 instead of $4,000 and the 
policies of two more companies are sup- 
plied for $2,000 each, to make up this 
total, then the original two companies 
will be called upon under an $800 loss 
to contribute but $200 each instead of 
$400, although these companies each 
have the same maximum liability of 
$2,000 as before. Thus having the loss 
spread more thinly over a greater total 
amount of insurance, the companies can 
and will carry the insurance for a lower 
rate of premium. 

“The theory still holds to some degree 
if the entire amount of insurance is car- 
ried by a single company, for if insur- 
ance is carried in an amount well up 
toward the value of the property, rather 
than for a more nominal amount, the 
carrying company receives a larger 
premium income to help offset the loss 
payment. 

“The theory does not hold in the 
event of total loss; the company then is 
faced with the obvious obligation to pay 
the full amount, or face, of the policy. 

“There is a further consideration. In- 
surance rates are in the nature of a tax 
and the rate of taxation is necessarily 
directly related to the amount of value 
against which the tax is levied. If the 
insurance tax is computed against ap- 
proximately full insurance to value, it 
is apparent the rate will be lower than 
if computed against only a lesser pro- 
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portion of insurance to value. For in any 
event enough revenue must be ratably 
collected from each individual property 
insured to in the aggregate cover the 
cost of insurance. This may be accom- 
plished through the medium of a lower 
rate on a larger amount of insurance or 
a higher rate on a lesser amount. 

“Various percentages are available for 
use with the co-insurance clause but 
80% is generally used. The 80% clause 
DOES NOT provide that the loss re- 
covery is limited to 80% of the loss. 
IT DOES NOT require that 20% of 
the risk must be assumed by the owner. 
The sole requirement is that the owner 
must at the time of the loss have an 
amount of insurance which is not less 
(it may be more) than 80% of the ac- 
tual value of the property insured. 

“The co-insurance clause operates in 
connection with the recovery under a 
loss only if the agreement is not com- 
plied with. The amount of the loss is 
first determined irrespective of co-in- 
surance. If the conditions of the co- 
insurance clause are not complied with, 
the insurance is not voided, but the 
claimant then does have to stand the 
proportionate difference between what 
he agreed to do and what he actually 
did do. If the agreement on a $10,000 
building was to carry $8,000 insurance 
(80%) but only $7,000 was actually 
carried, then the agreement would be 
only seven-eighths complied with and 
the recovery would be but seven-eighths 
of the adjusted loss,* the owner himself 
assuming, or becoming a co-insurer for, 
the remainder of the loss.” 





* As a matter of arithmetic, if the loss runs as 
high as 80% or more of the value of the prop- 
erty insured the co-insurance clause when not 
complied with does not operate nor affect the 
amount of recovery. This is because the face of 
the policy becomes first exhausted and acts as a 
stop limit, before the other figures assert them- 
selves. 


The little 

M white ball 
(Cont. from p. 13) could have had a 
stock dividend of 100% it would have 
been necessary to have had in surplus, 
available for dividends, the equivalent 
of $100.00 a share. Before an annual 
stock dividend of 10% could have been 
declared there would have had to have 
been $10.00 in the surplus account, the 
result of earnings present or accumu- 
lated. 

Today, when people are suffering 
from a headache they look at the stock 
quotation sheet and shudder at the ex- 
tent of the decline in price of stocks. 
While the deflation has been all too dras- 
tic, how many realize just what has oc- 
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has been an insane deflation. To present 4 food stock ...... 50%, 126% 76 
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shows the rise in the prices of these I am not condemning non par value 


stocks from 1924 to Sept. 15, 1931 was shares per se. Indeed there is a flexi- 
still enormous. Does this indicate that bility about non par value shares that 
the non par value hypodermic has been makes them highly desirable so long as 
carefully weighed in an appraisal of the they are soundly issued and not reck- 
value of our securities? lessly created without (Cont. om page 42) 


Different Lines of 
Business Insured‘! 


From Iron and Steel to Incandescent 
Bulbs, from Coal to Corsets, from Lum- 
ber to Leaf Tobacco—we insure them all. 
Manufacturers and Jobbers in these lines 
and in Hair Nets, Incubators, Molasses, 
Suspenders, Umbrellas, Fire Works and 
literally every other business you can 
think of—carry 


Ameriean Credit Insurance 


Leading concerns in all these lines carry 
American Credit Insurance because first, 
it fully and completely protects their 
book accounts against abnormal, unfore- 
seen credit losses; second, it provides 
them with a highly-efficient, nation-wide 
Collection Service. 


Our representative will explain fully the 
scientific application of American Credit 
Insurance to your individual business. 
Send for him. 


CThe AMERICAN 


CREDIT~- INDEMNITY Co. 


OF NEW YORK J. F.M* FADDEN, prasipany 


Offices in All Leading Cities 
New York, St. Louis, Chicago, Cleveland, Boston, 
San Francisco, Philadelphia, Baltimore, Detroit, 
Atlanta, Milwaukee, etc. 


In Canada—Toronto, Montreal, etc. N590R1 





























































































































































































































































Accounting 
forum 


An open clear- 
ing-house of ideas 
and news for 
credit executives 
by accountants. 


by JACOB ALSON, C.P.A. 


In statesmanship we have had 
“ secret diplomacy behind closed 
lu doors. After the early part of the 
20th Century and more particu- 
larly after cessation of the World War 
this gave way to Open Diplomacy—no 
more secret treaties to be consummated 
behind closed doors with the vast popu- 
lations of the countries involved in ut- 
ter ignorance of their contents or sig- 
nificance. No more mysterious agree- 
ments to repose serenely in the secret 
archives of the high contracting parties. 
This has all been supplanted by open 
negotiation, with representatives of the 
international, accredited press present 
at all important conferences to report 
to all the world the progress achieved. 
In the field of commerce and indus- 
try the time is not so remote when the 
credit grantor had to resort to the ut- 
most diplomacy and tact in asking the 
credit seeker for an ordinary Financial 
Statement or Balance Sheet. The psy- 
chological reaction of the business man 
or entrepreneur seemed to be that his 
financial responsibility was being ques- 
tioned and perhaps his honesty and in- 
tegrity were being impugned and so the 
banker or other credit grantor would 
ask for this information rather wist- 
fully and half-apologetically, hoping 
that the request would be granted. 
Very often a blunt refusal was the only 
answer and the credit was in many in- 
stances granted nevertheless, for other- 
wise the nearby competitor was only 
too ready to extend the accommodation 
without such statement. 
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Gradually, however, the merchant 
was brought to a sense of realization 
that he must submit a statement of 
his financial condition at least once a 
year, and that in doing so he was not 
being imposed upon. Crudely at first, 
he was wont to approximate his fig- 
ures until gradually a scientifically cor- 
rect Balance Sheet was the result. 

Due progress had thus been achieved 
and all went well during the post war 
period of inflationary activities which 
resulted in unprecedented prosperity, 
culminating in the unparalleled collapse 
of 1929 followed by the depression 
years of 1930 and 1931. 


Now new and more complex prob- 
lems began to present themselves to the 
credit grantor. Whereas a Balance 
Sheet is an indication of a concern’s 
financial status as at a given date, yet it 
does not reveal any information as to 
the actual operations. Company “A”, 
for example, submits a Balance Sheet 
as of December 31, 1930, showing 
Capital of $100,000.00 and Surplus and 
Undivided Profits of $50,000.00. In 
March, 1931, it declares and pays a 
dividend of 30 per cent, thus reducing 
the surplus to $20,000.00. On De- 
cember 31, 1931, it shows a net profit 
on operations of $15,000.00. The Bal- 
ance Sheet of the company as at De- 
cember 31, 1931, will then show Capi- 
tal of $100,000.00 and surplus and un- 
divided profits of $35,000.00 ($20,- 
000.00 surplus remaining from the 
previous year plus current earnings of 
$15,000.00). By comparing the capi- 
tal and surplus of the company at the 
beginning of the year $150,000.00 with 
that at the end of the year $135,000.00, 
there is an apparent shrinkage of $15,- 
000.00 which would seem to indicate a 
loss of $15,000.00 on _ operations, 
whereas the company had actually 
earned $15,000.00. 

On the other hand Company “B” 
also showed a Capital of $100,000.00 
and Surplus of $50,000.00 in its Bal- 
ance Sheet of December 31, 1930. The 
company sustained a net loss on its 
operations for the year ending Decem- 
ber 31, 1931, in the amount of $30,- 
000.00. The stockholders of Company 
“B” having full confidence in their 
business, donate $30,000.00 to the sur- 
plus of their Company, from their per- 
sonal funds. The Balance Sheet of 
Company “B”, then shows Capital and 
Surplus of $150,000.00 apparently in- 
tact as of December 31, 1931, in spite 
of the loss of $30,000.00 which it sus- 
tained in its current year’s operations. 

It is quite palpable then that the 
Balance Sheet per se, because of various 





possible adjustments of surplus ac- 
count for both normal and extraordi- 
nary charges as well as credits, does not 
necessarily reveal whether a concern 
had progressed or retrogressed finan- 
cially. It is only by the examination 
of the operating details contained in 
the Profit and Loss Statement, as well 
as the reconciliation of the Surplus Ac- 
count, that this all important informa- 
tion will be forthcoming. 

In these harrowing days of more and 
more restricted markets and increas- 
ingly keener competition it is essential 
not only to know the results of cur- 
rent operations in toto, but also to an- 
alyze the component parts thereof and 
ascertain by percentage to Net Sales 
the various elements of costs and over- 
head, and sometimes even a per unit 
cost. A monthly and periodical com- 
parison of these percentages is most 
illuminating. 

Few and far between indeed are the 
concerns today that have not pared their 
expenses down in keeping with preva- 
lent conditions, and based upon a care- 
fully and scientifically prepared budget. 
How can one safely remain within the 
confines of this predetermined budget 
except by making comparisons monthly 
with a detailed operating statement? 
What the nautical instruments and 
charted courses are to the sea-faring 
man, the statement of operation is to 
the enlightened merchant of today. 


It is based upon the above that the 
credit grantor as well as the various 
credit agencies have been growing more 
and more insistent upon receiving com- 
plete certified statements including op- 
erating details. Naturally a good deal 
of resistance is being met, but in our 
humble opinion it is mostly psychologi- 
cal. There is a natural antipathy for 
any innovation. Endeavor to install a 
new factory system and immediately 
from the superintendent to the lowest 
menial a passive—sometimes even an 
active resistance will pervade, even 
though eventually it means a simpli- 
fication and lightening of duties 
throughout the organization, with a 
resultant increase in efficiency. It is 
but human nature to rebel at that 
which is novel. And so the average 
businessman is inclined to balk when 
he is first approached with a request 
for complete details. ‘“Why” he rea- 
sons, “should I reveal the intimate de- 
tails of the operations of my business, 
where they will perhaps be available to 
my competitors? I pay my obliga- 
tions promptly at maturity and often 
anticipate them. Is not the statement 
of my financial condition sufficient?” 
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Directory of Accountants | 


Credit and Financial Management has inaugurated this Directory of Accountants for the 
benefit of its readers who are in constant need of accountants’ services throughout the country. 


CHESNUTT MURPHY 
POOLE & COMPANY 


Certified Public Accountants 


360 N. Michigan Ave. 
Chicago, Ill. 
State 4211 


Audits—Tax Service—Systems 
Credit Investigations 


Perhaps so. In isolated cases that 
may indeed be true. But by far and 
large, the credit grantor is entitled to 
such detailed information as he requests. 
The lot of the credit man is not an 
enviable one today and until the stif- 
ling mists of depression begin to lift 
no impediment should be left in his 
path, but he should rather be given 
every degree of cooperation possible. 

It must be recognized that in the 
last analysis the interests of the credit 
grantor and the credit seeker are iden- 
tical. Anything that assists in the 
progress of the merchant must also in- 
ure to the benefit of the credit grantor 
and similarly anything that militates 
against the former must also affect the 
latter adversely; because of decreased 
volume as well as increased credit 
losses. 

During the late lamented era of pros- 
perity from 1922 to 1929 the atten- 
tion of many a merchant was continu- 
ally called to the fact that he was over- 
trading, i.e., doing too large a volume 
in proportion to his capital. But did 
he take heed? On the contrary he 
openly scoffed at the credit man or 
agency or accountant who was bold 
enough to call it to his attention. 
Why should he turn away good profit- 
able business? That .would be fool- 
hardy, he thought. The result was 
that he had an organization commen- 
surate with the volume of business he 
was doing, rather than in proportion 
to his capital, When the inevitable 
slump arrived and his volume was 
drastically reduced over night, he 
could not reduce his expenses quickly 
enough. He found himself with an 
exorbitant rental, which could not be 
eliminated because of a lease, as well as 
expensive help, many of whom were 
under contracts of employment. So, 
caught in the high-sea of depression, 
he was forced to float along until he 





I. R. LASHINS & COMPANY 


Public Accountants and 
Auditors 


Rust Building 225 Broadway 
Washington, D.C. New York, N. Y. 


Constructive accounting and auditing 
Tax services 
Systems 
Credit and financial investigations 
and surveys 


NATHAN FEINBERG 


Certified Public Accountant 
(N. Y.) 


202 W. 40th St. New York, N. Y. 
PEnna 6-0425 


Specializing in Accounting Investi- 
gation of Insolvent Concerns 


General Accounting & Tax Service 


met his destruction on the treacherous 
rocks of insolvency or perhaps spent 
with his exertions he was tossed up on 
shore, there either to desert his ship or 
salvage her through a reorganization 
and the enlistment of additional capital. 
Too late did he realize that the critics 
he had scoffed at were really his 
friends. Like too many of us going 
through life, he wished to profit solely 
by his own experience; only to find that 
though experience may be the best 
teacher, it is also the costliest. 

In conclusion, then, there must be a 
frank recognition of the community 
of interests of both the credit grantor 
and the credit seeker. The latter must 
realize that the requirements and views 
of the credit grantor, although admit- 
tedly primarily for his self-interest, are, 
nevertheless based upon many years of 
experience in observing thousands of 
other matters like his. Although this 
conservative viewpoint may appear to 
be ultra conservative during a period 
of prosperity and inflation, neverthe- 
less over an extended period of time it 
must prevail overwhelmingly as a bea- 
con-light of truth to guide the per- 
plexed business man over the treacher- 
ous road to success.) The mutual 
desideratum is a thorough and _ basic 
understanding of the grantor and 
seeker of credit and the development of 
a spirit of confidence and cooperation 
that will redound to the benefit of all 
concerned. 


—Reprinted from “Dresses” 
by courtesy of the writer. 


WINZER & COMPANY 
29 S. LaSalle St.. 
Franklin 6085 


Chicago, Ill. 


Certified Public Accountants 


Insurance and General Organiza- 
tions, etc. 


‘@ Cance! the 

fe wer debts?—"'Yes" 

(Cont. from p. 31) to decide, as they ap- 
pear to have decided at past conferences, 
the time and the place of the next con- 
vention? Or, is it time to lift the veil 
and acquaint the world with the true 
state of affairs, impressing upon it that 
it is a condition we are confronted with, 
and not a theory? 

It would seem that the latter method 
is the most constructive and, whether 
or not we care to admit it, it will be 
taken. If we take it today, it may be 
regarded as bold and revolutionary at 
first, but will result in great benefits, 
not merely to the United States, but to 
the whole world. If we choose not to 
take the step now, willingly, we shall 
doubtless be compelled at a later date, 
by which time much harm will have 
been done. 

We shall, by postponing action, mere- 
ly prolong the duration of the present 
depression. We have apparently not 
learned very much from history. A 
policy of “watchful waiting” does not 
get us very far. It was largely inertia 
which was responsible in the past years 
for extended periods of stagnation. We 
do not want the present depression to 
last longer than is absolutely necessary. 

Those of us who are anxious to see the 
nations of the world abolish war as a 
means of settling disputes should do 
their utmost to do away with everything 
that is likely to remind us of war, how- 
ever remote. When a German of today 
makes a payment on account of repara- 
tions, he cannot but feel that he is be- 
ing called upon to atone for a sin which 
an earlier generation is accused, rightly 
or otherwise, of having committed. 
How much more keenly will the Ger- 
man of tomorrow feel when called upon 
to pay tribute to those who emerged 
victorious in the great struggle? 

As long as this (Continued on page 39) 
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modern 
oftice 


An idea and experience ex- 
change on equipment, system 
and management in the mod- 
ern credit and business office. 


The office 


manager's viewpoint 


An Office Manager worth his salt 
must rise above the trivia of routine. It 
is criminal to waste valuable executive 
time “fussing” over details which could 
be handled by a minor clerk. An Office 
Manager, especially if he has authority 
to purchase expensive office equipment, 
must have a broad enough vision to see 
the relation of that equipment to his 
business as a whole. For instance, the 
O. M. of a large corporation refused to 
recommend the purchase of equipment 
which, despite the fact that it would be 
idle 50% of the time, would create 
enough savings to offset all investment 
within six months. Subsequently, the 
salesman discovered supplementary uses 
enabling full time use of equipment and 
it was purchased. Should not these ad- 
ditional uses have been suggested by the 
O. M.—the man most familiar with the 
business? We believe that an Office 
Manager’s outlook should be sufficiently 
broad, as regards his own business, to 
more or less immediately visualize every 
use for which any major equipment 
could be profitably employed. Two 
friends were discussing a mutual ac- 
quaintance. “Great Scott,” said one, 
“doesn’t he realize that he’s a terrible 
bore?” ‘‘No,” answered the other, “he’s 
too close to himself to get the right per- 
spective.” 


Spring clean-up 


In the spring a housewife’s fancies 
run to mops, brooms, vacuums and gen- 
eral cleaning items. Their more efficient 
husbands might take a hint and inaugu- 
rate a spring clean-up for the office. 
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Such a practise might remove some cob- 
webs from old systems and procedures. 


Business 
show 


Are you going to attend the National 
Association of Credit Men’s Convention 
to be held at the Hotel Statler in De- 
troit, from June 20 to 24? If you are, 
let us call your attention to a week-long 
event taking place at that time, which 
you can look forward to with a feeling 
of profitable anticipation. 

CREDIT AND FINANCIAL MANAGE- 
MENT will schedule its annual business 
show in conjunction with the conven- 
tion. Past delegates, and particularly 


' those who attended the Boston Conven- 


tion, will have pleasant recollections of 
the splendid show which was staged for 
their benefit by CrEpIT AND FINANCIAL 
MANAGEMENT'S advertisers. 

After you register as a delegate, you 
will in all probability stroll into the 
convention hall—there to renew ties 
with your old Association friends and 
form new bonds of friendship which 
will prove profitable and enduring in the 
years to come. As your preliminary 
explorations are being conducted, you 
will find that Crepir AND FINANCIAL 
MANAGEMENT advertisers have again 
this year, with their usual forethought, 
prepared a display for your benefit. 
Ranged before your eyes will be various 
types of office machinery and equip- 
ment, credit services, and other systems 
and devices designed to make your ef- 
forts in the field of credit a pleasant 
sport rather than brain-racking toil dur- 
ing the coming year. 

Just bring your problems to the busi- 
ness show, lay them before the as- 
sembled problem solvers, and be pre- 
pared to take back the solution when 
you leave Detroit on the 24th. or 25th. 
of June. 


Bankruptcy 

\, bookkeeping 
(Cont. from p. 23) notion that failures 
can be afforded; that experimentation 
in enterprise should be encouraged; 
that out of the failures may come suc- 
cesses which will result in the promo- 
tion and development of our industrial 
and economic potentialities. That the 
annual bill which consumers pay for 
such experimentation is large is not 
denied. But it is insisted that it is worth 
the price. 

The proposed change in the bank- 
ruptcy act would offer but slight in- 


terference with that experimentation. 
It would, however, discriminate be- 
tween controlled and uncontrolled ex- 
perimentation. The conditions im- 
posed would be slight and for the most 
part easily met. The insistence on a 
minimum of efficient management 
would tend to bring to industry more 
knowledge, foresight and _ intelligent 
planning. In addition it would serve as 
a preventive of many fraudulent prac- 
tices difficult to detect if no records are 
kept. It seems clear that the difference 
between such controlled and uncon- 
trolled enterprise is one measure of the 
difference between legitimate and ille- 
gitimate experiments.” 

Professor Douglas makes the following 
specific recommendations for considera- 
tion in revising the discharge section of 
the bankruptcy act: 

Granting the court discretion to 
deny, grant conditionally or uncondi- 
tionally, or suspend discharges so as to 
avoid the rigidity of present limited 
alternatives and to permit the judge 
to adjust decisions to the requirements 
of individual cases; establishing grounds 
for administering discharges and limit- 
ing the operation of discharge in respect 
to claims for personal or property dam- 
age arising out of automobile accidents. 

Grounds for administering discharges 
would be established as follows: 

Failure to keep accounting records 
as are usual and proper in the particu- 
lar business and: as sufficiently disclose 
the business transactions and financial 
position. 

Speculation or gambling (not inci- 
dental to or inherent in the particular 
business) which directly caused or con- 
tributed to the failure. 

Contracting debts without having at 
the time reasonable grounds of expecta- 
tion of being able to pay them with 
the additional proviso that only cases 
of prima facie fraudulent intent and 
gross and wholly unjustifiable extrava- 
gance be included. 

Culpable neglect of business. 

Having failed previously at whatever 
time and irrespective of the method of 
liquidation employed in the previous 
failure. 

The stock market slump of 1929 left 
its mark on classes ranging from labor- 
ers to manufacturers, the investigators 
found. ‘Some cases were pathetic and 
sad—a life time of frugality and hard 
work followed by an orgy of speculative 
craze. But most were hardly to be con- 
doned.” The report also discloses “a 
few hangovers from the Florida land 
boom of six or seven years ago.” 

“A wholesaler had (Cont. on page 47) 
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Cancel the 
y war debts?—"Yes" 
(Cont. from page 37) condition obtains, it 


will prove difficult, if not impossible, to 
restore confidence in our neighbors and 


’ in ourselves, which is so essential to the 


rehabilitation of the world, and which, 
if restored, should make possible the 
putting into effect of such highly con- 
structive measures, including particular- 
ly a drastic reduction in armaments and 
the resultant employment of large funds 
for productive and constructive pur- 
poses. 

One obtains a clearer picture of the 
significance of German payments when 
comparing them with certain important 
items in the economic life of the coun- 
try. Her annual payments, as fixed by 
one of the plans, represent more than 
double the nation’s customs receipts for 
a whole year; they are equivalent to 
more than 86 per cent of Germany’s an- 
nual income taxes; to the net annual 
output of the entire coal industry; to 
twice the annual production of the 
chemical industry; to about 40 per cent 
of the annual receipts of the German 
railways; to two-thirds the annual im- 
ports of foodstuffs; and to the amount 
required annually for new buildings in 
Germany. 

If the world is really in earnest about 
putting an end to, or at least alleviat- 
ing, the present economic chaos, steps 
should be taken to effect a speedy ad- 
justment of the political debt problem. 
While cancellation or even drastic re- 
duction may not, for political reasons, 
prove expedient at this time, a postpone- 
ment should be agreed upon by the Eu- 
ropean nations affected, prior to and 
confirmed at the Lausanne Conference, 
for a sufficient period of time, to enable 
the nations affected to put through such 
constructive measures as may be neces- 
sary to re-direct commerce and trade 
into proper channels, thereby facilitat- 
ing a genuine rehabilitation of a war- 
torn and war-weary world. 

Subsequent to an agreement of the 
above character on the part of Europe, 
the United States may confidently be 
expected to make certain concessions on 
her part, vis., an extension of the Hoo- 
ver moratorium for the period during 
which reparations will remain in sus- 
pense. This -may, and probably will, 
mark the turning point in the economic 
history of nations! 


Press on to Detroit! 
N.A.C.M. Convention—June 20 to 24 
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Answers to 
credit =7 


questions 


Conducted by Walter C. Foster 


The National Association of 
Credit Men supplies answers to 
credit questions and some of the 
answers, of general interest are 
printed regularly in Credit and Fi- 
nancial Management. Advice cannot 
be given, however, regarding legal 
rights and liabilities. Such advice 
should be obtained from an attorney 
to whom all the facts should be 
stated. When such inquiries are re- 
ceived, information is furnished only 
as to the general principle of law 
involved. 


Negotiable instruments law 


Q. Kindly advise regarding the legality and 
value, if any, of a post-dated note received in 
settlement of an account receivable. Assuming a 
note dated March 1st is received on February 
15th, that it is in settlement of an account re- 
ceivable for a like amount and that it is in no 
way-fraudulent or illegal, can the note on Feb- 
ruary 15th be considered a valid instrument? 
Should the maker of the note in this case be- 
come bankrupt on February 25th or die on the 
same day, would the validity of the note in any 
way be changed? 

A. The Negotiable Instruments Law provides 
as follows: “The instrument is not invalid for 
the reason only that it is ante-dated or post- 
dated, provided this is not done for an illegal 
or fraudulent purpose. The person to whom 
an instrument so dated is delivered acquires the 
title thereto as of the date of delivery.” 

Interpreting this section, it has been held that 
unless there is fraud in post-dating a note, its 
express terms as to when it matures must con- 
trol. Newman v. Newman, 208 Ill. App. 97. 
There would seem to be no question but that 
under the section above quoted the instrument 
is valid. The law expressly states that the payee 
acquires title “tas of the date of delivery”. If 
the date of delivery be prior to the date of the 
note, and the instrument is valid, it would seem 
that the holder of the note could enforce it at 
maturity even though the maker became bank- 
rupt prior to the date of the note, or, in the 
example cited, died on February 25th. 

We have found no decisions passing upon this 
point, but feel sure that the opinion expressed 
above is correct. 


Judgment notes 


Q. A firm in the State of Illinois inquires 
whether a judgment note which bears interest at 
the rate of 7% is valid in the various states. 

A. A note bearing interest at the rate of 7% 
would be invalid in Connecticut, Delaware, Ken- 
tucky, Maryland, New Jersey, New York, North 
Carolina, Pennsylvania, Tennessee, Vermont, 
Virginia and West Virginia. In all other states 
if a note is made by an individual and bore 
interest at the rate of 7%, it would be void for 
usuary. In some of these states, however, cor- 
porations cannot set up the defense of usuary. 
We are not in a position to advise definitely 
which states the latter rule would apply to. 

Judgment notes are valid only in the States 
of Colorado, Delaware, Illinois, Maryland, Ohio, 
Pennsylvania, Tennessee, Virginia and Wisconsin. 
The attention of the inquirer is directed to the 
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fact that the legal rate of interest for Hlinois 
is now 59% instead of 7% in the absence of 
special contract. 


Collection, 


y sales survey 


(Cont. from p.25) With their firms are 
still slow. The other six report col- 
lections fair. Sales are still compara- 
tively small in amounts, both in indi- 
vidual orders and total volume, although 
there is repeated evidence of both 
wholesale and retail firms getting their 
business on a better basis in a deter- 
mined effort to balance their budgets, 
which would indicate an improvement 
in conditions. Collections in St. Paul 
continue fair and sales are improving. 
The stagnation that was apparent dur- 
ing the first quarter shows improvement 
in hardware, paint, and general mer- 
chandise 


NEW YORK: In the main, condi- 
tions in New York are fair, with some 
sections reporting a marked improve- 
ment However several failures have 
been reported during the past month 
and some of these are firms who here- 
tofore have been very prompt. 


OHIO: The following report was 
received from Cincinnati: “Business 
showed a decided slump when our mis- 
representatives at Washington started 
their present campaign of “Hooey” and 
the use of an economic condition ‘to 
effect their own petty political ends.” 


OKLAHOMA: There has been a de- 
cided downward trend in sales in Ok- 
lahoma City, in some sections dropping 
off from 25% to 40% during the past 
two months. Collections continue 
slow. 


OREGON: Portland reports collec- 


tions fair and a slight improvement in 
sales. 


RHODE ISLAND: Debtors in 
Providence are making every effort to 
pay. An increase in sales is expected 
with the opening of shore resorts. 

TEXAS: Collections in Austin have 
improved and the spring weather is 
speeding sales a little. Ft. Worth in- 
forms us that collections on current 
purchases are averaging high, but the 
old accounts that have been carried 
over for on to four years are exceeding- 
ly hard to do anything with. This 
would tend to indicate that merchants 
are buying what they anticipate can be 
sold and paid for at maturity. Un- 
employment in this section seems to be 
increasing and not much relief is ex- 
pected until grain harvest, which is 


thirty to sixty days off. Waco does not 
anticipate any improvement in condi- 
tions until fall, 

WEST VIRGINIA: Collections are 
somewhat slower in Parkersburg than 
during previous months and sales are 
fair. 


WISCONSIN: A report from Fond 
du Lac indicates that conditions are 
very dull. Sales and collections in 
Green Bay have been slow, as the small 
communities have been dependent upon 
the farmer trade, which has been hard 
hit. 

HONOLULU: Word has been re- 
ceived from the Territory of Hawaii 
to the effect that collections have been 
very slow during the past two months. 
Although efforts have been strengthened 
to improve this condition, there is an 
apparent slowing up. Sales are slow, 
but there seems to be a desire to buy 
on longer terms, which it is not advis- 
able to give at this time. 


STATEMENT OF THE OWNERSHIP, MANAGE- 
MENT, CIRCULATION, ETC., REQUIRED BY THE 
ACT OF CONGRESS OF AUGUST 24, 1912. 

Of CREDIT and FINANCIAL MANAGEMENT, pub- 

lished monthly at New York, N. Y., for April 1, 1932. 

STATE OF NEW YORK, 

COUNTY OF NEW YORK, ss. 

Before me, a Notary Public in and for the State and 
county aforesaid, personally appeared Chester H. McCall, 
who having been duly sworn according to law, deposes 
and says that he is the Editor of the CREDIT and 
FINANCIAL MANAGEMENT, and that the following 
is, to the best of his knowledge and belief, a true 
statement of the ownership, management, etc., of the 
aforesaid publication for the date shown in the above 
caption, required by the Act of August 24, 1912, em- 
bodied in section 411, Postal Laws and Regulations, 
printed on the reverse of this form, to wit: 

1, That the names and addresses of the publisher, 
editor, managing editor, and business managers are: 
Publisher, National Association of Credit Men, 1 Park 
Avenue, New York City. Editor, Chester H. McCall, 
1 Park Avenue, New York City. Managing Editor, 
Paul Haase, 1 Park Avenue, New York City. Business 
Manager, F. M. Ferguson, 1 Park Avenue, New York 
City. 

2. That the owner is: National Association of Credit 
Men, a non-stock corporation with the following offi- 
cers: E. Don Ross, Irwin-Hodson Co., Portland, Ore- 
gon, Acting President; F. S$. Hughes, Federal Reserve 
Bank, Boston, Mass., Vice-Pres.; I. B. Davies, Bradley 
Knitting Co., Delavan, Wisc., Vice-Pres.; H. H. Hei- 
mann, 1 Park Avenue, New York City, Executive 
Manager and Treasurer; W. S. Swingle, 1 Park Avenue, 
New York City, Asst. Treasurer. 

3. That the known bondholders, mortgagees, and other 
security holders owning or holding 1 per cent. or more 
of total amount of bonds, mortgages, or other securi- 
ties are: None. 

4. That the two paragraphs next above, giving the 
names of the owners, stockholders, and security hold- 
ers, if any, contain not only the list of stockholders 
and security holders as they appear upon the books 
of the company, but also, in cases where the stock- 
holder or security holder appears upon the books of 
the company as trustee or in any other fiduciary rela- 
tion, the name of the person or corporation for whom 
such trustee is acting, is given; also that the said two 
paragraphs contain statements embracing  affiant’s 
full knowledge and belief as to the circumstances and 
conditions under which stockholders and security hold- 
ers who do not appear upon the books of the company 
as trustees, hold stock and securities in a capacity other 
than that of a bona fide owner; and this affiant has no 
reason to believe that any other person, association, or 
corporation has any interest direct or indirect in the 
said stock, bonds, or other securities than as so stated 
by him. 

5. That the average number of copies of each issue 
of this publication sold or distributed, through the 
mails or otherwise, to paid subscribers during the six 
months preceding the date shown above is (This 
information is required from daily publications only). 

CHESTER H. McCALL, Editor 

Sworn to and subscribed before me this 2nd day of 

April, 1932, 
RUTH E. HOCTOR, 
Notary Public, Kings County 
Clerk’s No. 55, Reg. No. 4053 
Certificate filed in New York County, 
N. Y. Clerk’s No. 106, Reg. No. 4-H-55 
My commission expires March 30, 1934. 


(Seal) 
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Statistical 
’ short cuts 





(Continued from page 15) It is not good 
practice, although possible, to set up 
the range of variation for the d values 
since the expected value for each dif- 
ferent value of n will be different. 
Thus for group 1 the variation limits 
will be pn,+3\/pn,(1-p), and for the 
mth group pnn-+3/ pnm(1-p). 

Suppose that one of the chief ob- 
jects of analyzing a group of data is to 
predict what expected variations may 
be expected in the future. After hav- 
ing determined the variation limits, one 
or two values of p may be found out- 
side these limits. Such values are said 
to be significantly different from the 
balance of the data. In setting final 
standard levels, should the data which 
are significantly different from the bal- 
ance of the data be included? It is 
quite evident that it should not. An 
extreme example would be a value of 
p around 50 per cent (n greater than 
25) when the other values of p were 
all less than 10 per cent. The 50 per 
cent value should be thrown out in 
determining a final expected level. Also 
the period which resulted in the 50 per 
cent value should be studied to deter- 
mine why such a high value was ob- 
tained. Thus a standard value of p, 
which we will designate as p’, can only 
be determined from data which are ob- 
tained from a constant cause system. 

Let us consider two cases in detail. 
Case 1 has the same number of obser- 
vations for each group of data, while 
Case 2 has a different value of n for 
each group of observations. We will 
consider the p values as representing the 
percentage of customers having charge 
accounts who do not pay their monthly 
bills within 30 days. These may be 
considered as delinquent customers. A 
period of 24 months is considered. 


TABLE 1 
CASE 1 


Per Cent of 500 Selected Customers Not Paying 
Monthly Bills within 30 Days 


Date 

1930 Failures, d Per Cent, pb 
Jan. 36 7.2 
Feb. 23 4.6 
March 42 8.4 
April 45 9.0 
May 18 3.6 
June a 5.4 
July 34 6.8 
Aug. 39 7.8 
Sept. 42 8.4 
Oct. 45 9.0 
Nov. 38 7.6 
Dec. 31 6.2 
1931 

Jan. 34 6.8 
Feb. 57 11.4 


March 41 8.2 
April 38 7.6 
May 32 6.4 
June 38 7.6 
July 40 8.0 
Aug. 31 6.2 
Sept. 27 5.4 
Oct. 21 4.2 
Nov. 19 3.8 
Dec. 18 3.6 

Total 816 163.2 


If we divide the sum of the p values 
by 24 we obtain an average value of 
6.8%. We will obtain the same result 
by dividing the sum of the d values 
by 12,000 since that is the total num- 
ber of accounts considered during the 
24 month period. The standard devia- 
tion is found from the relation s, = 

V .068(1—.068) /500 = 
\/.000126752 = .01126 or 1.126%. 
The variation limits are .068+3 
(.01126) or 3.42% and 10.18%. 

We note that the value for February, 
1931 is greater than the upper limit 
and therefore is significantly different 
from the rest of the percentage values. 
The records for that month should be 
studied to determine why so many were 
delinquent. We eliminate that month 
from the data and have a total of 151.8 
for the sum of the remaining p values. 
When divided by 23 this gives us a 
p’ value of 6.6%. The variation limits 
for this value are 3.27% and 9.93%, 
or in terms of failures—16.4 and 
49.6. Thus if 50 or more of these 500 
customers fail to make their payments 
within 30 days, the cause should be 
determined. Likewise, if 16 or less fail 
to make their monthly payments within 
30 days, a study should be made to 
determine what useful policy has been 
developed or has entered into these 
transactions to hasten their payments. 


TABLE 2 
CASE 2 
Per Cent of n Customers Not Paying Monthly 
Bills within 30 Days 


Customers Failures Per Cent Dev. from p 


Date n d p z 
1930 

Jan. 400 20 5.0 —1.9 
Feb. 368 32 8.7 9.9 
March 428 27 6.3 —0.9 
April 524 45 8.6 0.9 
May 476 37 7.8 0.2 
June 410 31 7.6 0.1 
July 320 40 bP 3.4 
Aug. 276 21 7.6 0.1 
Sept. 350 25 7.1 —0.3 
Oct. 436 24 5.5 —1.6 
Nov. 500 42 8.4 0.8 
Dec. 558 36 6.5 —0.9 

Total 5046 380 een 

1931 

Jan. 625 48 aa 0.2 
Feb. 570 64 iz aa 
March 600 57 9.5 2.9 
April 490 34 6.9 —0.5 
May 520 34 6.5 —0.9 
June 465 24 5.2 —1.9 


July 529 37 7.0 —0.4 
Aug. 386 33 8.6 0.8 
Sept. 324 36 11.2 2.5 
Oct. 484 28 5.8 —1.4 
Nov. 518 25 4.8 —2.3 
Dec. 576 35 6.1 —1.3 
Total 6087 455 7.5 
Grand 
Total 11,133 835 Fes 


Since the simple average of the p 
values, which is 7.6%, is not consid- 
ered to be the true expected value, as 
the weighted average of the p values 
should be used, we can best find this 
weighted average by dividing the sum 
of the d values by the sum of the n 
values. 835 divided by 11,133 gives 
7.5% as the best estimate of the ex- 
pected value of p in the future. Our 
next step is to see how many months 
may be considered to be significantly 
different from the balance of the 
months. Since the value of n is dif- 
ferent for each month, the best test is 
made by computing values of t for 
each month, where t denotes the devia- 
tion of the observed monthly value 
from the expected value measured in 
units of the standard deviation, i.e. 
t=(pi—p) Vni/ V p(1—p). 

The table above also tabulated the 
values of t found by this relation. Any 
value greater than 3 or less than —3 
is considered to be significantly differ- 
ent from the balance of the data. The 
values of p, 12.5% for July, 1930 and 
11.2% for February, 1931, are sig- 
nificantly different by this criterion. 
Omitting these two months, the ex- 
pected value of p is p’=7.1%, found 
by dividing 731 by 10,243. The 22 
value of p remaining are controlled 
about this level. 

A combined rate can also be ob- 
tained for this type of data. The 
values of t as modified by using the 
final p’ values may be combined by a 
group of negative weights, according to 
the relative importance of the groups 
entering into the final rate. If we are 
dealing with a single characteristic, the 
average number of observations for the 
unit period for each group may be used 
in determining the relative weights. 
The signs of the t values are reversed 
(plus becomes minus, minus becomes 
plus), so that the t rate found by this 
method may be interpreted in the same 
way as the t (Continued on page 43) 
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The little 


y white ball 


(Continued from page 35) €ven the sem- 
blance of ordinary values. It is, how- 
ever, obvious that more information 
must be given with respect to the value 
reflected in non par value shares if you 
are fair to the average investor. 


Early in 1929 I was asked to render 
some investment service to a man who 
had accumulated a considerable fortune. 
One of the stocks he was particularly 
interested in was selling, at the time, at 
$35.00 a share. It looked cheap to him, 
and according to his notion paid a good 
dividend (in non par value stock), and 
he wanted to buy a sizeable block of it. 
He asked me to appraise the value of 
the stock. Statistical information re- 
vealed the fact that the stock actually 
represented a paid in capital and earned 
surplus value of $4.75 per non par value 
share. That was the amount of the net 
worth of the business when spread over 
the shares outstanding. Is it possible, 
over a long period of time in any busi- 
ness, to make an investment of $4.75 
assuming that particular industry has an 
inherent measure of stability as a de- 
veloped business and expect the stock 


JOHN HANCOCK SERI. 


BUSINESS 
CREDIT 


F the mainspring of a 

business is the brains and 
driving force of some man, 
there is no surer, quicker 
way to strengthen the credit 
position of that firm than by 
taking adequate Business 
Insurance on his life. 


This matter needs careful 
consideration. May we, with- 
out obligating you. in any 
way, provide some general 
information on this subject? 
Address: 


LIFE INSURANCE COMPANY 


OF Boston, MASSACHUSETTS. 
197 Clarendon St. Boston, Mass. 


c.M. 
VER SIXTY-NINE YEARS IN BUSIN\ 


to return a yield on an investment eight 
times that value? The answer is ob- 
vious. I carefully gauged the amount 
of earnings per invested dollar in the 
best managed companies in that particu- 
lar industry. This analysis should al- 
ways be made before evaluating stocks. 
I then appraised the management and 
performance of the company under re- 
view. I reached the conclusion that a 
well-managed company in that particu- 
lar business might earn as much as 15% 
on the investment. Since business is 
presumed to earn 10%, so as to allow a 
distribution by way of 6% dividend to 
stockholders, and provide four dollars 
for surplus as insurance of future divi- 
dends and natural expansion, I told him 
that in my opinion the stock had a value 
of one and a half times its net worth 
per share or about $7.00 a share. He 
looked at me rather quizzically for a 
moment, then concluded I was hopeless 
and never called upon me for a com- 
pletion of the service I had undertaken. 
I would not be so unkind as to quote its 
present market price. 


In the recent boom some stocks sold 
as high as seventy-five times earnings. 
This very fact, if even casually consid- 
ered, would have convinced anyone but 
an insane man that a situation of this 
kind was impossible, save and except 
in very rare instances. It is possible, 
though highly improbable, in a new 
business in which the element of inven- 
tion or patents entered into the situa- 
tion. If a staple business could earn 
sufficient on the invested capital so as to 
pay a reasonable return upon a value 
developed through seventy-five times 
earning, American capital would quick- 
ly flow into that line of business. The 
effect would be that in just a short 
period of time the earnings of that in- 
dustry would be brought down to a rea- 
sonable figure comparable to a return 
on the investment. By what magical 
influence could any one expect a dollar 
to do the work of seven and a half? 
Yet many so-called hardheaded business 
men accepted a value on that basis with- 
out inquiry or question. Statistical ser- 
vices actually recommended these stocks 
as being in the purchasing area. 

The terminology of securities during 
the recent orgy meant nothing. So- 
called preferred stocks in many instances 
were lacking in the fundamental 
strength that was found in doubtful 
common stock before the orgy of gamb- 
ling in stock and before the non par 
value idea was so eagerly pounced upon. 
Debenture bonds frequently, upon an- 
alysis of financial structures, proved to 
be no more than ordinary common 


stocks with respect to their equities in 
the business. The resourcefulness and 
ingenuity of investment bankers in de- 
veloping: intriguing descriptive words 
for their various types of securities was 
marvelous indeed. Whenever the sleep- 
ing car company has a dearth of names 
for its palace cars it need but turn 
to the brokerage field. There it will 
find a fertile imagination that will re- 
spond readily and supply the most 
euphonious names that have ever struck 
a responsive chord in our auricular 
sense. 


The day will come when earnings will 
be reported on a basis of invested capi- 
tal and stocks will be valued by taking 
that ratio and multiplying it by the 
amount of invested capital represented 
by the certificate. If for instance an 
industry earns 10% on each dollar of 
invested capital and the non par value 
share represents $5.00 of invested capi- 
tal, that stock is worth exactly $5.00 
if a 10% ratio of worth of security to 
earning power is the basis of your calcu- 
lations. 

There has been a deflation in the 
stock market, to be sure. It has been 
much more drastic than the occasion 
warranted, but until the past few 
months it had not been as drastic as 
many would have believed. A mere 
glance at values today and those in exis- 
tence in 1924 will convince even the 
most pessimistic that until Jan. 1, 1932 
there was still plenty of water in the 
security pond. . Thanks largely to non 
par value shares. 


Not the sorriest of experiences has 
been that of the banks, who went into 
the non par value idea with their own 
stocks. This was accomplished by set- 
ting up a stated value stock of a low 
par value. For a banking institution to 
have done that would have been un- 
thinkable in the old days, but even 
bankers did not escape the intriguing 
beckoning call of the non par value god. 
The penalty they paid and are paying 
is current history. Investment trusts, 
which were almost as ingeniously devel- 
oped as non par value stock itself, found 
the new type of stock to their liking; 
outside capital could be induced to find 
its resting place in investment trusts and 
management could control the trust 
through the issuance of non par value 
shares. It was worse than absentee land- 
lordism, since those in control had in 
comparison only a minor investment in 
the company. They had the equity 
when and if the insane orgy would carry 
values even to dizzier heights. The 
equities are now echoes. Echoes of an 


When writing to John Hancock Life Insurance Company, please mention Credit 8 Financial Management 
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insane day that let us hope will never 
return, but which most assuredly will 
again come to pass unless the investor 
demands more information as to the ac- 
tual value of non par value shares. Per- 
haps the inclusion of the word “par” 
in the new type of capital stocks was 
a mistake. Certainly with respect to 
many stocks at the present time “non 
value” shares would be a better descrip- 
tion. 

Given a sane regulation with respect 
to the issuance of non par value shares 
by the Stock Exchange and a require- 
ment that more information about non 
par value shares should be given in all 
offerings and you will not have the 
spectacle of the Stock Exchange failing 
to reflect approximately fair market 
values. ‘Fair market values” is a for- 
gotten term today. Free and open mar- 
ket is so absurd a phrase in these days 
of limited markets as to challenge the 
thought of a child of tender years. Wit- 
ness the many stocks on the Exchange 
that did not join in this non par value 
parade and that are today selling at 
ridiculously low prices. In a great many 
instances if one could purchase the total 
outstanding issue on the basis of current 
quotations, he could walk into the 
Treasurer’s office of the company whose 
stock he has acquired, and go in the 
back part of the vault, take out enough 
securities to pay for his purchase, and 
have several millions left as a quick 
profit. Next he could step out and sur- 
vey the plant and property, and be a 
lord in possession of all of it. Then he 
could annex the accounts receivable 
without condition and find himself in 
complete possession and control of a 
fine business plus a fortune. If mar- 
ket prices of that type are fair market 
values then the English language had 
better be rewritten. The excess of non 
par value shares has materially contrib- 
uted to this condition. Indeed non par 
value shares seem to have been dis- 
tributed with about as much abandon as 
Russian rubles or German marks, and 
many are of no greater value. 


Statistical 

\ short cuts 
(Cont. from p.41) fates for variable data 
previously found for average and stand- 
ard deviation values. 

A t rate may be found for the two 
cases previously analyzed. The num- 
ber of customers per month for Case 1 
was §00 while the average number of 


Customers per month for Case 2 was 
464. These values would give us rela- 





tive weights of -.519 and -.481. 
Table 3 below gives the modified t val- 
ues for Cases 1 and 2 based on the final 
p’ values of 6.6% and 7.1% respec- 
tively. Multiplying these t values by 
the weights selected above, a final t 
rate is given for the two cases com- 
bined. 

Variation limits should also be es- 
tablished about this combined ate. 
Such limits will be placed about an ex- 
pected level of 0, since periodic ob- 
served values at the expected p’ level 
will have a zero t value. The weights 
will not affect such results. As before, 
we will select such limits by using three 
times the standard deviation value, so 
that the expectancy within the limits 





is 99.73% if the distributions are nor- 
mal and controlled. The standard 
deviation for the t rate is 


2 2 2 2 
= \ +w +w +....... +w form 
1 


groups, where the w values represent 
the respective weights for the selected 
groups. For our example the standard 
deviation is 

$s = \/ (—.519)?-+ (—.481)? = 
\/.500722=.708. The variation limits 
are therefore + 2.124. 


TABLE 3 


Final t Values and t Rate for Cases 1 and 2 
Final t Values 


(Continued on page 47) 


Nominations Committee—Detroit, 1932 


Past Presidents: 


William Fraser, Chairman 
c/o J. P. Stevens & Co. 
New York City 


Lawrence Whitty 
Consolidated Millinery Co. 
Chicago, IIl. 

Frank D. Rock 

Armour & Company 

San Francisco, Cal. 


Geo. J. Gruen 

Gruen Watch Company 
Cincinnati, Ohio 

Wm. H. Pouch 
Concrete Steel Co. 

New York City 


Members at large: 


Paul Fielden 

Norton Co. 

Worcester, Mass. 

C. E. King 

Agfa Ansco Film Corp. 
Binghamton, N. Y. 

W. E. Moore 

U. S. Fidelity & Guaranty 
Baltimore, Md. 

Fred Roth 
Whitney-Roth Shoe Co. 
Cleveland, Ohio 

W. A. Glass 

Braun Lumber Co. 
Detroit, Mich. 


W. J. Algiers 
Marathon Oil Co. 
Tulsa, Okla. 

Thos. F. Regan 

Canal Bank & Trust Co. 
New Orleans, La. 

H. E. Engstrom 

G. Sommers & Co. 

St. Paul, Minn. 

G. M. Nichols 

Salt Lake Hardware Co 
Salt Lake City, Utah 
Stanley Hunter 


Sperry Flour Co. 
Portland, Ore. 


Representing the Districts: 


F. S. Hughes 
Federal Reserve Bank 
Boston, Mass. 

Jacque L. Meyers 
Michaels, Stern & Co. 
Rochester, N. Y. 

F. C. Demmler 
Demmler Bros. Co. 
Pittsburgh, Pa. 

J. C. Lauderdale 
Gray & Dudley 
Nashville, Tenn. 

R. S. Shannon 
Weyenberg Shoe Co. 
Milwaukee, Wis. 


Fred J. Blum 

Midwest Piping & Supply Co. 
St. Louis, Mo. 

C. V. Orr 

Gulf State. Steel Co. 
Birmingham, Ala. 

H. E. Storm 

Fairmont Creamery Co. 
Omaha, Nebr. 

E. R. Heath 

Morey Mercantile Co. 
Denver, Colo. 

C. R. Horch 

Pacific National Bank 
Seattle, Wash. 


























































Life- 


@ Resorts are crowded with swimmers that are reck- 
less, incompetent and exhausted ... so we have dotted 
our beaches with life saving stations. 

Business is cluttered with debtors that are reckless, 
incompetent or exhausted ... so we have dotted our 
country with Collection and Adjustment Bureaus ap- 
proved by the National Association of Credit Men. 

They are the business life-saving stations. 

They are so distributed as to cover the entire field 
of action. 

Their personnel are strong and skilled in their pro- 
fession. 

They bring in the reckless who have ventured beyond 
their capacity. 

They rescue the incompetent at the first sign of 
danger. 

They revive those who have “gone under.” 

Waiting for bankruptcy is like sending for an under- 
taker instead of calling for a life-guard. 

Business must now operate on the smallest possible 
margin. Collection and Adjustments are vital. Failure 
to collect a single account may wipe out the profit from 
hundreds of sales. Failure to realize the maximum from 
a debtor, sinking into liquidation, may write off the 
gain from weeks of intensive sales effort. 

All sales are potential losses until collection is com- 
pleted. 

Do not wait until you need a legal undertaker. Call 
your nearest Collection-Adjustment Bureau at the 
slightest indication of danger. 


National Association of Cregit Men 
(OTE FN Tat NCAT ode 
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The services offered by each of the Bureaus listed below are indicated by symbols which appear after each listing, as follows: 
A—Assignments B—Bankruptcy Claims Representation C—Collections P—Personal Contact Service R—Receiverships T—Trusteeships 


ARIZONA—PHoEN1x—Adjustment Bureau, of the Ari- 
zona Ass’n of Credit Men, 314 Title & Trust Bldg., 
Lyle N. Owens, Mgr.; J. L. Vance, Asst. Mer. 
(ABCPRT) 


CALIFORNIA—Los AnceLEs—Collections and Traveling 
Adjuster Service. Collection Division of the Los 
Angeles C.M.A. 804-5 Board of Trade Bldg. Reid 
Fulkman, Mgr. (CP) 


Oaxtanp—Adjustment Bureau of the Oakland Ass’n 
of Credit Men, 414 Central Bank Bldg., K. S. Thom- 
son, Mgr. (ABCPRT) 


San Francisco—Collections and Traveling Adjuster 
Service, Collection Department of the Credit Man- 
agers’ Ass’n of Northern and Central Calif., 333 
Montgomery St., O. H. Walker, Mgr. (CP) 


COLORADO—Denver—Adjustment Bureau of the Rocky 
Mountain A.C.M. 810 Fourteenth St., James B. Mc- 
Kelvy, Mgr. (ABCPRT) 


CONNECTICUT—New Haven—Adjustment Bureau of 
the Connecticut A.C.M. 23 Temple St., Eugene N. 
Dietler, Mgr. (ABCPRT) 


DISTRICT OF COLUMBIA—WasHINcTOoN—Adjustment 
Bureau of the Washington C.M.A., 827 Munsey Bldg., 
D. E. Sessions, Acting Mgr. (ABCPRT) 


FLORIDA—Tampa—Adjustment Bureau of the Tampa 
A.C.M., 4 Roberts Bldg., S. B. Owen, Mgr. (ABCPRT) 


GEORGIA—ATLANTA—Adjustment Bureau of the At- 
lanta A.C.M., 305 Chamber of Commerce Bldg. F. H. 
Sned, Mgr. (ABPRT) 


IDAHO—Boise—Adjustment Bureau of the Boise A.C.M., 
208-9 McCarty Bldg., H. L. Streeter, Mgr. (ABCPRT) 


ILLINOIS—Cnicaco—Adjustment Bureau of the Chi- 
cago A.C.M., 1400 Midland Bldg., 176 W. Adams St., 
H. W. Cline, Mgr. (ABCPRT) 


INDIANA—EvansvitLE—Adjustment Bureau of the 
Evansville A.C.M., 504 Furniture Bldg., C.M. Stewart, 
Mgr. (ABCPRT) 


INDIANAPOLIS—Adjustment Bureau of the Indian- 
apolis A.C.M., 901 Peoples Bank Bldg., Merritt Fields, 
Mgr., (ABCPRT) 


Sour Benp—Northern Indiana Adjustment Bureau, 
829-30 J.M.S. Bldg., E. J. Payton, Mgr., (ABCPRT) 


IOWA—Davenport—Adjustment Bureau of the Tri- 
City Credit Men’s Ass’n., 1001 First National Bank 
Bldg., H. B. Betty, Mgr., (ABPRT) 


Des Mortnes—Adjustment Bureau of the Des Moines 
A.C.M. 818 Valley National Bank Bldg., Don E. 
Neiman, Mgr. (ABCPRT) 


Sioux Crry—Adjustment Bureau of the Inter-State 
A.C.M., Badgerow Bldg., P. A. Lucey, Mgr. 
(ABCPRT) 


KANSAS—Wicnrra—Adjustment Bureau of the Wichita 
Association of Credit Men, 4th Floor, First National 
Bank Bldg., M. E. Garrison, Mgr. (ABCPRT) 


KENTUCKY—Lexincron—Adjustment Bureau of the 
Lexington Association of Credit Men, 505-6 Security 
Trust Bldg., E. M. McGarry, Mgr. (ABCPRT) 


Credit Men’s Adjustment 
Speed Bldg., S. J. Schneider, 


Louisvitte—Louisville 
Bureau, 3rd Floor, 


Mgr. (ABCPRT) 


LOUISIANA—New Orreans—Adjustment Bureau of the 
New Orleans Credit Men’s Ass’n, 608 Louisiana 
Bldg., Chas. G. Cobb, Mgr. (ABCPRT) 


MARYLAND—Battmore—Adjustment Bureau of the 
Baltimore Ass’n. of Credit Men, 301 West Redwood 
St., George J. Lochner, Mgr. (ABCPRT) 


MASSACHUSETTS—Sprincrietp>—Adjustment Bureau of 
the Western Mass. Ass’n. of Credit Men, 616 State 
Bldg., H. E. Morton, Mgr. (ABCPRT) 


MICHIGAN—Derroir—Adjustment Bureau of the De- 
troit Association of Credit Men, 1282 First National 
Bank Bldg., L. E. Deeley, Mgr. (ABCPRT) 


Granp Ravips—Adjustment Bureau of the Grand 
Rapids Credit Men’s Ass’n., 602-8 Association of 
~ommerce Bldg., Edward DeGroot, Mgr. (ABCPRT) 


NEW JERSEY—Newarx—Credit 


MINNESOTA—DututH—Duluth Jobbers Credit Bureau, 


Inc., 501 Christie Bldg., E. G. Robie, Mgr. (ABCRT) 


MinneEapotis—Collections and Traveling Adjuster 
Service; Associated Creditors, Inc., 420 Rand Tower, 
H. S. Holbrook, Sec’y.-Treas. For Rehabilitations and 
Liquidations see St. Paul (CP) 


St. Paut—Rehabilitations and Liquidations, The 
Northwestern Jobbers Credit Bureau, 238 Endicott 
Bldg., W. C. Rodgers, Mgr. For Collections and 
Traveling Adjuster Service, See Minneapolis (ABRT) 


MISSOURI—Kansas Crry—Adjustment Bureau of the 


Kansas City Association of Credit Men, Sth Floor, 
Carbide and Carbon Bldg., 912 Baltimore Ave., C. L. 
Davies, Mgr. (ABCPRT) 


Sr. Lovis—Adjustment Bureau of the St. Louis As- 
sociation of Credit Men, 214 N. Sixth St., Orville 
Livingston, Mgr. (ABCPRT) 


MONTANA—Bi1i1Ncs—Adjustment Bureau of the Mon- 


tana-Wyoming Association of Credit Men, Box 1184, 
Meredith Davies, Mgr. (ABCPRT) 


Great Farts—Adjustment Bureau of the Northern 
Montana Association of Credit Men, Box 1784, F. E. 
McDonnell, Mgr. (ABCPT) 


NEBRASKA—Lincotn—See Omaha. 


OmaHa—Adjustment Bureau of the Omaha Association 
of Credit Men, 2nd Floor, Sunderland Bldg., 15th and 
Harney Sts., G. P. Horn, Mgr. (ABCPRT) 


Men’s Adjustment 
Bureau, Inc., 17 William St., Ernest H. Stauber, Mgr., 
Estates Dept.; David T. Young, Mgr., Collection 
Dept. (ABCPRT) 


NEW YORK—Burrato—Western New York Adjustment 


Corp., 705 Erie County Bank Bldg., James D. Huestis, 
Mgr. (ABCPRT) 


New Yorx—New York Credit Men’s Adjustment 
Bureau, Inc., 470 Fourth Ave., T. O. Sheckell, Mgr. 
(ABCPRT) 


Rocnester—Collection Bureau of the Rochester Credit 
Men’s Service Corporation, 1151-3 Mercantile Bldg., 
T. C. McCallion, Mgr. (BCP) 


NORTH CAROLINA—CnHariotre—Adjustment Bureau 


of the Carolina Association of Credit Men Inc., 1117 
Commercial Bank Bldg., S. E. Callahan, Mgr. 
(ABCPRT) 


OHIO—Cincinnati—Commercial & Industrial Engineer- 
ing Department of the Cincinnati Association of 
Credit Men, Temple Bar Bldg., J. L. Richey, Mgr. 
(ABCPRT) 


CLevELAND—Adjustment Bureau of the Cleveland As- 
sociation of Credit Men, 410 Leader Bldg., Hugh 
Wells, Mgr. (ABCPRT) 


Co_umsus—Credit Association of Central Ohio, Cham- 
ber of Commerce Bldg., William G. Hills, Mgr. 
(ABCPRT ) 


Dayron—Collection Dept. of the Dayton A.C.M. 40 
Hamiel Bldg., Fifth and Ludlow Sts., Leo J. Bouchard, 
Mgr. (BCP) 


Torepo—Adjustment Bureau of the Toledo Association 
of Credit Men, 136 Huron St., H. W. Voss, Mgr. 
(ABCPRT) 


Youncstown—Adjustment Bureau of the Youngstown 
Association of Credit Men, 1105 Mahoning Bank Bldg., 
O. E. Johnson, Mgr. (ABRT) 


OKLAHOMA—OxtaHoma Crry—Adjustment Bureau of 
the Oklahoma Wholesale Credit Men’s Association, 
907 Cotton-Grain Exchange Bldg., E. E. Barbee, Mgr. 
(ABPRT) 


OREGON—PortL_ann—Adjustment Bureau of the Port- 
land Association of Credit Men, 471 Pittock Block, 
E. W. Johnson, Mgr. (ABCPRT) 


PENNSYLVANIA—ALLENTOwWN—Lehigh Valley — Berks 
Adjustment Bureau, 503 Hunsicker Bldg., J. H. J. 
Reinhard, Mgr. (ABCPRT) 


PHILADFLPHIA—Adjustment Bureau of the Philadelphia 
Association of Credit Men, 220 So. 16th St., 10th 
Floor, Cunard Bldg., Clarence H. Osborn, Mgr. 
(ABCPRT ) 


TEXAS—Datras—North Texas 


PirtspurcH—Adjustment and Service Bureau of the 
Credit Association of Western Pa., 1213 Chamber of 
Commerce Bldg., R. H. Coleman, Mgr. (ABCPRT) 


Attoona—Adjustment Bureau of the Credit Associa- 
tion of Western Pa., 1413 Eleventh Ave., Paul A. 
Kerin, Dist. Mgr. (ABCPRT) 


JounstowN—(Eastern Dist. Office) Adjustment Bu- 
reau of the Credit Ass’n., of Western Pa., 632 Swank 
Bldg., S. I. Lasner, Dist.. Mgr. (ABCPRT) 


Uniontown—Adjustment Bureau of the Credit As- 
sociation of Western Pa., 701 Fayette Title and Trust 
Bldg., F. W. Mosier, Dist. Mgr. (ABCPRT) 


RHODE ISLAND—Provinence—Adjustment Bureau of 


the Rhode Island Association of Credit Men, 87 Wey- 
bosset St., C. E. Austin, Jr., Mgr. (ABCPRT) 


SOUTH DAKOTA—Sioux Fatis—See Sioux Sity, Iowa. 


TENNESSEE—Cnuattranooca—Adjustment Bureau of the 


Chattanooga Association of Credit Men, 1115 Hamilton 
National Bank Bldg., C. H. McCollum, Mgr. 
(ABCPRT) 


KNoxvitteE—Adjustment Bureau of the Knoxville As- 
sociation of Credit Men, 504 New Sprankle Bldg.. 
Dewey W. George, Mgr. (ABCPRT) 


Mempuis—Adjustment Bureau of the Memphis Associ- 
ation of Credit Men, 206 Randolph Bldg., E. C. Cor- 
rell, Mgr. (ABCPRT) 


Adjustment & Credit 
Interchange Bureau, Suite 322, Santa Fe Bldg., Vernor 
Hall, Mgr. (ABCPRT) 


Houston—Adjustment Bureau of the Houston Associ- 
ation of Credit Men, 433 First National Bank Bldg., 
Morris D. Meyer, Mgr. (ABCPRT) 


San ANTONIO—San Antonio Wholesale Credit Men’s 
Adjustment Bureau, 313 Alamo National Bank Bldg., 
Henry A. Hirschberg, Mgr. (ABPRT) 


UTAH—Satt Laxe Crry—Adjustment Bureau of the 


Inter-Mountain Association of Credit Men, 1411 
Walker Bank Bldg., Robert Peel, Mgr. (ABCPRT) 


VIRGINIA—LyncHsurc—Credit Interchange and Ad- 
justment Bureau of the Lynchburg Association of 
Credit Men, 405 Lynch Bldg., S. H. Wood, Mgr. 
(ABCPRT) 


RicHMoNp—Adjustment Bureau of the Richmond As- 
sociation of Credit Men, 305 Travelers Bldg., J. P. 
Abernethy, Mgr. (ABCPRT) 


WASHINGTON—SeattLteE—Adjustment Bureau of the 
Seattle Assn of Credit Men, 7th Floor, Alaska Bldg., 
Cc. P. King, Mgr. (ABCPRT) 


SpoxaNE—Spokane Merchants’ Association, 718 Realty 
Bldg., J. D. Meikle, Mgr. (ABCRT) 


Tacoma—Wholesalers’ Association of Tacoma, 802 
Tacoma Bldg., E. B. Lung, Mgr. (ABCPRT) 


WEST VIRGINIA—C arxssurc—Central W. Va. Credit 
& Adjustment Bureau, 410 Union Bank Bldg., U. R. 
Hoffman, Mgr. (ABCPRT) 


HuntTIncTon—Tri-State Credit & Adjustment Bureau, 
228 First Huntington National Bank Bldg., C. C. 
Harrold, Mgr. (ABCPRT) 


CHARLESTON — (Branch Office) Tri-State Credit & 
Adjustment Bureau, Room 402, 804 Quarrier St., Ira 
W. Belcher, Mgr. (ABCPRT) 


Wueetinc—Adjustment Bureau of the Wheeling Asso- 
ciation of. Credit Men, 913 Hawley Bldg., E. K. Pfeil, 
Mar. (ABCPRT) 


WISCONSIN—GreEN Bay—Adjustment Bureau of the 
Northern Wisconsin-Michigan Association of Credit 
Men, 200 Northern Bldg., R. C. Creviston, Mgr. 
(ABCPRT) 


Mitwauxes—Adjustment Bureau of the Milwaukee As- 
sociation of Credit Men, 632-46 The Milwaukee Gas 
Light Co. Bldg., Jas. G. Romer, Executive Mgr. 
(ABCPRT) 


OsHxosH—Adjustment Bureau of the Central Wiscon- 
sin Association of Credit Men, 311-12 First National 
Bank Bldg., C. D. Breon, Mgr. (ABCPRT) 
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Court decisions 


CONDITIONAL SALE. MACHINES. TITLE 
THERETO. (N. Y.) 

Machines sold on conditional sale aré claimed 
by the seller and also by the trustee in bank- 
ruptcy of the buyer. On July 15, 1931, the 
seller sold and delivered the machines to the 
bankrupt on a conditional sale agreement. On 
October 16, 1931, the bankrupt made an as- 
signment for the benefit of creditors. On Oc- 
tober 19th a copy of the conditional sale con- 
tract was filed by the seller in the proper 
public office. On October 20th an involuntary 
petition in bankruptcy was filed against the 
bankrupt. A substantial part of the purchase 
price remained unpaid. Upon these facts, the 
referee held that the provisions in the condi- 
tional sale agreement reserving property in the 
seller were void as against the bankrupt estate 
of the buyer. Held that this ruling was er- 
roneous. New York adopted the Uniform Con- 
ditional Sales Act in 1922. Personal Property 
Law, Secs. 60-81 (i). Section 65, provides: 
“Every provision in a conditional sales reserv- 
ing property in the seller shall be void as to 
any purchaser from or creditor of the buyer, 
who, without notice of such provision, pur- 
chases the goods or acquires by attachment or 
levy a lien upon them, before the contract or 
a copy thereof shall be filed as hereinafter pro- 
vided. This section shall not apply to con- 
ditional sales of goods for resale.” Here the 
seller filed the agreement the day before the 
petition in bankruptcy was filed. His title was 
thereby saved, unless there is merit in the 
trustee’s contention as to the effect of the 
assignment for the benefit of creditors which 
preceded the filing of the conditional sale 
agreement. The question in the case is whether 
under New York laws the rights of a condi- 
tional seller who has failed to file the agree- 
ment are cut off by the buyer’s assignment for 
the benefit of creditors. The statute subordi- 
nates the seller under an unfiled agreement only 
to purchasers and to attaching or levying 
creditors of the buyer. His title is good 
against general creditors. It is good even 
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against judgment creditors who have taken out 
execution but have not actually levied. It is 
also valid against a receiver of the buyer 
appointed on a general creditor’s bill of equity. 
And while there seem to be no authorities 
directly in point, a review of the situation of 
an assignee for the benefit of creditors makes it 
plain that an unfiled conditional sale agreement 
is valid against the assignee of the buyer. Sec- 
tion 17 of the Debtor and Creditor Law, deal- 
ing with assignments for the benefit of credi- 
tors, has no operation in the case of claims or 
liens which are valid against general creditors 
and are void only against levying creditors, 
no creditor having levied as a matter of fact; 
and the title or lien of the seller under an 
unfiled conditional sale agreement is a claim or 
lien of this character. Order of the referee 
reversed; title of the seller is valid. Matter of 
Bauer © Hanningan, Inc. U. S. Dist. Ct. 
So. Dist. of N. Y. Decided March 10, 1932. 


a Be a 


COMPOSITION. CONFIRMATION. EF- 
FECT (N. Y.). Application by Ruadnitz, a 
creditor, to have a composition set aside after 
confirmation or in the alternative to compel 
the bankrupt to deposit an additional sum to 
cover a dividend on his claim. The bankrupt 
filed a voluntary petition in bankruptcy. In 
its schedule a claim owed to Raudnitz was 
listed in the sum of $195. The address given 
was simply New York City. The bankrupt 
then made an offer of composition which in 
due course was accepted by the creditors and 
confirmed by the court all in accordance with 
section 12 of the Bankruptcy Act. The con- 
firmation occurred on January 20, 1932. In 
February, 1932, Raudnitz filed his petition 
for relief. He sets forth that his claim against 
the bankrupt amounted to $410.65, as con- 
trasted to the listed figure of $195; that he 
received no notice of the composition proceed- 
ings, due to the lack of an address for him 
in the schedules; and that he had no knowledge 
of the pendency of the composition until after 
the order of confirmation. It is also shown 
that the bankrupt, by the exercise of diligence, 
could have scheduled a better address for 
Raudnitz than merely New York City. Held 
that the composition cannot be set aside. The 
Bankruptcy Act, in section 13, provides that 
a composition after confirmation may be va- 
cated for fraud, where application is made for 
six months. But it can be set aside for nothing 
short of fraud. Here the bankrupt acted in 
good faith in listing the Raudnitz claim as it 
appears in the schedules. It is equally clear 
that the bankrupt should not be ordered to 
deposit an additional sum to cover a dividend 
on the larger sum now claimed by Raudnitz. 
The offer of composition, already performed 
tentatively by the debtor by depositing the 
consideration, is made binding by the order 
of confirmation. Both as to claimants and as 
to amounts, the offer, as modified in the pro- 
ceedings and fixed by the final confirmation, is 
the limit of the bankrupt’s obligation. Relief 
cannot be given by the bankruptcy court be- 
cause the bankrupt’s final obligation under the 
composition was merely to provide the offered 
dividend to creditors whose claims were listed 
or were allowed prior to confirmation, in the 
amounts listed or allowed, and that obligation 
he has performed. It would seem that the 
bankrupt did not schedule the Raudnitz claim 
in the proper way. Here no address other than 
New York City was given. The bankrupt 
could have done better than this. In view of 
the defective listing the claim is not discharged 
by confirmation of the composition in case it is 
true as alleged, that Raudnitz had no knowl- 
edge of the composition proceedings until too 
late to participate. The question of discharge, 
however, will be for the state courts in the 
event that the creditor pursues his remedies 
there. Petition denied. Matter of Robert M. 
Sommer, Inc. U. S. Dist. Ct. Southern Dist. 
of N. Y. Decided March 10, 1932. 

* * = 

INVOLUNTARY. ATTACHMENT. LIEN 
OBTAINED PRIOR TO FOUR MONTHS 


PERIOD. ENFORCEMENT OF JUDGMENT 
WITHIN PERIOD. WHETHER AN ACT OF 
BANKRUPTCY. (N. Y.). 

Appeal from an order adjudicating Elkay Re- 
flector Company a bankrupt. The question be- 
fore this court is whether the creditor here 
obtained any lien within four months prior to 
the filing of the petition in bankruptcy and the 
answer to this depends on whether the judg- 
ment lien accrued within the meaning of the 
act at the time when the attachment was levied 
or when the execution was delivered to the 
sheriff. Held that Elkay Reflector Corporation 
owned no real property so that no lien could be 
perfected by virtue of the judgment until the 
execution binding the personal property was de- 
livered to the sheriff. (Section 679, New York 
Civil Practice Act.) A new Act of Bankruptcy 
was created under Section 3 (a) (4) of the 
Bankruptcy Act as amended May 27, 1926. Suf- 
fering a creditor to obtain a lien during the four 
months period, through an attachment or judg- 
ment, was made an act of bankruptcy by the 
amendment. A _ provisional attachment levied 
prior to the four months period ripens, after 
judgment, into an unassailable lien no matter 
when the judgment takes effect. It is not reason- 
able to suppose that a preference which cannot 
be set aside is made an act of bankruptcy and 
a preference so obtained has been held not to 
constitute an act of bankruptcy. Where prop- 
erty has been attached by mesne process, the 
lien dates from the original levy irrespective of 
when the judgment is recovered. In the case 
at bar the judgment and the execution issued 
in pursuance of it merely enforced the lien of 
the attachment obtained prior to the four 
months period. The Ameridment of 1926 there- 
fore does not cover the case. It is contended 
that under the words of the amendment a 
“Judgment” within the four months period is 
alone sufficient, but it seems plain that for a 
judgment to come within the spirit and mean- 
ing of the Act it must be a judgment that has 
become a lien and as such a legal preference. 
As the lien here, read in connection with the 
warrant of attachment, antedated the four 
months period, there was no act of bankruptcy. 
Order reversed with directions to dismiss the 
petition. Matter of Elkay Reflector Corp. U. S. 
C. C. A. 2nd Cir. (N. Y.) Decided April 4, 
1932. 


Washington notes 


Small concerns important 


“One of the striking features of this troubled 
business period that our country has been pass- 
ing through for the last two years has been 
the emergence of the small industrial plant as an 
increasingly important element in our economic 
structure,” Dr. Julius Klein, Assistant Secretary 
of Commerce, stated in a radio address on the 
subject of “Small Business Has Its Inning.” 

While not suggesting that the day of big 
business is over. Dr. Klein did point out that 
the advantages enjoyed by the small plant un- 
questionably become more evident during a slump. 

The outstanding advantage a small concern 
has over the large concern in the same field was 
stated to be adaptability. “Its policies can be 
changed overnight, without having to run the 
gamut of ponderous boards and committees. Raw 
materials can be snapped up at advantageous 
prices when they are needed and the smaller 
plant avoids the loss involved in having to store 
huge inventories of such materials on a falling 
market. There are none of the dangers of ab- 
sentee ownership in most plants.” 

“The big industrial organizations have their 
place and, I believe, always will have. But one 
thing that this depression has brought home to 
us is that mere size is not desirable in itself, 
that bigness should not mean an unnatural, 
bloated condition is a business any more than 
in human being, and that there is as great an 
opportunity today as there ever has been before 
for a small concern to prosper and to fill a 
needed place in our economic structure,” Dr. 
Klein concluded. 
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Statistical 


short cuts 

ws (Continued from page 43) 
Date 
1930 Case 1 Case 2 t Rate 
Jan. 0.54 —1.64 0.5086 
Feb. —1.80 1.19 0.3618 
March 1.62 —0.64 —0.5329 
April 2.16 1.34 —1.7656 
May —2.70 0.60 1.1127 
June —1.08 0.39 0.3729 
July 0.18 3.76 —1.9020 
‘Aug. 1.08 0.32 —0.7144 
Sept. 1.62 0 “—0.8408 
Oct. 2.16 —1.30 —0.$957 
Nov. ' 0.90 1.13 —1.0106 
Dec. —0.36 —0.55 0.4514 
1931 
Jan. 0.18 0.58 —0.3724 
Feb. 4.32 3.81 —4,.0747* 
March 1.44 2.29 —1.8489 
April 0.90 —0.17 —0.3853 
May —0.18 —0.53 0.3484 
June 0.90 —1.60 0.3025 
July 1.26 —0.09 —0.6107 
‘Aug. —0.36 1.15 —0.3663 
Sept. —1.08 2.87 —0.8200 
Oct. —2.16 —1.11 1.6550 
Nov. —2.52 —2.04 2.2891* 
Dec. —2.70 —0.93 1.8486 

Weight — .519 — .481 


Variation Limits + 2.124 
* Outside Variation Limits 


Figure 1 gives the values of p as 
shown in Tables 1 and 2. Constant 
limit lines for 500 observations are 
shown for Case 1, while variable limit 
lines are shown for Case 2. These 
variable limit lines have been given in 
detail, although practically, if the n 
values differ only slightly, constant 
limit lines are used for an average n 
value. If there are two or more dis- 
tinct groups in which the n_ value 
differ only slightly, several average n 
values are determined and constant 
limit lines are used for portions of the 
data. 


Figure 2 gives the t rate values given 
in Table 3 above. As noted above, the 
rates for February and November, 1931 
are outside the variation limits. Feb- 
ruary is out in an unfavorable direction 
and November, in a favorable direction. 
Both months require special study to 
determine why they were outside the 
control limits. 


The method above, using only cer- 
tain limiting values and determining 
the percentage above or below these 
limiting values, is a much cheaper 
method of analysis than that requiring 
the use of each observation directly. In 
many Cases it will give all the informa- 
tion required. Its use is called to the 
attention of all those interested in 
quickly obtaining fairly accurate in- 
formation upon which to base decisions. 
Its cheapness allows much more data 
to be analyzed at the same cost as a 
variable analysis, thus offering more in- 


formation concerning seasonal varia- 
tions and other cyclical changes, which 
might be missed by studying in detail 
a smaller quantity of data. Before de- 
ciding which method to employ, the 
purpose which the analysis is to serve 
must be determined. 

The t rate can be determined for a 
very intricate business and will give the 
executives in charge a quick picture of 
the business and its fluctuations. Such 
a rate can be quickly analyzed and 
shows the overall effect of the company 
policies. The use of control charts for 
each department will be found valuable, 
as the overall chart may hide lack of 
control in some of the components. 
With control as the basic principle, no 
business will find itself in trouble. 


Bankruptcy 
’ bookkeeping 


(Cont. from page 38) liabilities of $46,- 
000 and assets of about $42,000. He 
was successful as a wholesaler but not 
adept with second mortgages. Specu- 
lation in these lost him $18,000 in two 
years and over $50,000 in the previous 
five years. Russian and German bonds 
added another $5,000. His wholesale 
business debts were not much over 
$20,000. From one concern, however, 
he purchased during the six weeks pre- 
ceding bankruptcy $1,300 of merchan- 
dise on credit—almost as much as he 
had purchased from them during the 
entire previous year.” 

Listed in the report cases are “‘losses 
at poker and craps,” a $45,000 judg- 
ment for alienation of affections,” “pro- 
motions of boxing matches and pic- 
tures,” “the game of poker also took its 
toll,’ “the ‘used the assets of his busi- 
ness to purchase horse race lottery tick- 
ets and lost over $12,000 in cash in a 
year and a half by such method.” 

““A case of extravagance bordering on 
fraud was that of a good-looking young 
lady who was on a salary of $35 per 
week,” says the report. ‘Her liabilities 
were $2,200, her assets $15. Practically 
all her debts were owed to retailers for 
clothes, shoes and other articles of 
ladies’ wear. These retailers were 
among the best shops in Boston. She 
was very particular to buy a coat of 
the best quality shortly before the peti- 
tion was filed.” 

Another case was that of “an $1,800 
a year clerk used to a $7,500 income 
of three years ago. His standard of 
living remained on the $7,500 level. He 
blamed the ‘loose credit’ practice of 
Boston department stores.” 

Under the heading of tort claims it 


was found that “by far the greater 
number resulted from automobile acci- 
dents. Twenty-nine New Jersey cases, 
over 4 per cent, showed average judg- 
ments of $5,230. And “in many of 
the cases the tort claimant received 
nothing, and at best only normal divi- 
dends.” In Massachusetts the average 
judgment was $1,217. Dividends re- 
sulting from these bankruptcies were 
as light as in the New Jersey cases. “A 
reappraisal of functions in the light of 
new conditions” is suggested. 


“Efforts toward socializing such 
losses by requiring insurance have to 
date not resulted in much legislative 
support, though progress has been 
made. To wait for the states to act 
apparently will take considerable time. 
On the other hand, to deprive sud- 
denly all owners and operators of cars 
of the benefit of the discharge section 
of the bankruptcy act for all accident 
claims may be a great hardship. Fre- 
quently such accidents result in large 
judgments impossible to pay. Bank- 
ruptcy is the only way out. The need 
for appraisal of bankruptcy in relation 
to this major social problem is insist- 
ent.” 


“In devising an administrative pro- 
cedure to handle such cases of consum- 
ers there are additional factors to 
be considered.” Professor Douglas says. 
“The prevalence of high pressure sales- 
manship with seductive means for 
breaking down sales resistance has not 
been accompanied by the correlative 
technique among buyers of building 
up sales resistance. Subtle methods of 
advertising, the advent of installment 
buying, the growth and development 
of financial agencies for financing the 
consumer have made the temptation to 
extravagance overwhelming. Further, 
the competition among sellers too often 
has been so notorious that the buyer 
has been free to pick and choose. 
Analogous cases of improvident and 
extravagant use of credit frequently 
appeared among ‘the business groups 
at the time of entering business.” 

The study covered by the report was 
made in New Jersey under the super- 
vision and with the collaboration of 
Judge William Clark, of the Federal 
District Court in that state, and in 
Boston with the aid of three referees 
in bankruptcy: Arthur Black, B. Lor- 
ing Young and Charles C. Cabot. Dr. 
W. C. Plummer, of the Wharton School 
of Commerce, represented the Depart- 
ment of Commerce in the New Jersey 
study, and Victor Sadd represented the 
department in the Boston study. 
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New Days — New Ways 


in Credit 


Change alters the business and credit picture so rapidly that 
only the most alert can now keep in step. Today’s successful 
men are those who can grapple with today’s new problems. 
The credit leader of the future must have a sure knowledge 
of the significance of changing trends and developments. An 
expert training in yesterday’s technique is not enough. 


To meet the demand of credit and business leaders for an up- 
to-date and modern training designed to meet the rapidly 
changing problems in business, the National Institute of Credit 
has developed a completely new correspondence course in 
Credits and Collections. 


Based on the experience of outstanding leaders in the credit 
field, arranged and prepared by experts in credit knowledge, 
this new course enables you to obtain a practical and work- 
able training in credit as you need to know it today. 


You are invited to ask for further details of the course. 


CLIP THE COUPON TODAY 


NATIONAL INSTITUTE OF CREDIT, DEPT. 6 
ONE PARK AVENUE, NEW YORK. — 


GENTLEMEN: 


You may send me full information about the new course in Credits and Col- 
lections. 





